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Footing the Bill 


O Government need be ashamed of an honest reluctance to 

prepare for the possibility of war. No government, having 
seen where its duties lie in defending its citizens, would escape the 
censure of history if it tried to shirk them. It has taken a great deal 
to convince the British Government, and the British people, of the 
need for active measures of defence, but if their conversion to realities 
has been belated the conversion of the other Atlantic nations has 
been scarcely less so. The question now is whether Britain, in 
concert with its Atlantic allies, is doing the utmost to make good 
past deficiencies in the effective organisation of mutual defence. The 
Prime Minister’s account on Tuesday of the defence tasks now in 
hand struck at any rate a more confident note than the alarming 
revelations of unpreparedness in the defence debate at the end of 
July. There is no more nonsense about a fleabite of an extra 
£100 million ; the total projected burden for the next three years 
is now put at £3,600 million and even if this proves sufficient (which 
may be doubted) it will represent an increase of more than §0 per 
cent on the present rate of expenditure on defence. 


The first objective, as the Prime Minister stated, is to bring the 
country’s existing fighting units up to full strength and to supply 
them with the necessary supporting arms. The flow of new man- 
power into the forces, both of regulars and national service men, 
will take time, but later next year it should be possible to mobilise 
ten regular divisions and twelve Territorial divisions. In the mean- 
time, “rather more than three fully trained divisions” are to be 
stationed in Germany, and an increase is to be made in the home 
strategic reserve to about two fully armed divisions. No doubt these 
dispositions are the best that can be made in the circumstances, but 
even these painfully small forces have still to be built up to full 
strength. No speed will be too great for the achievement of this 
task, nor for the building-up of squadrons with new jet aircraft and 
the provision of defensive craft for the Navy. It is the very urgency 
of these tasks—the desperate character of the race against time— 
that prompts the question whether even now the Government’s pro- 
gramme represents more than the bare beginning. Are three fully 
trained divisions in Germany (when they are all in position) a sufficient 
British contribution towards the common landward defence of the 
West ? How soon will the full capacity of the British aircraft industry 
be employed in feeding fighters to the front-line air forces of the 
Atlantic nations ? Are the present programmes big enough ? Can 
they be completed soon enough ? 


In this present twilight of warlike peace, the main danger 
is that the Government may seek first to secure the gains of peace 
and to put the needs of defence second. It is right that the Govern- 
ment should shrink from resorting to the drastic apparatus of a war 
economy at this stage ; the country is not preparing for war, but ° 
fortifying itself for peace by strengthening its defences. The three- 
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year defence programme, however, is limited (at this 
stage) to what the Government conceives to be “ physi- 
cally possible ” ; it presupposes that assistance from the 
United States will be sufficient both to provide materials 
from dollar sources and “to maintain our economic 
strength.” These reservations were explicitly made by 
the Prime Minister when he turned to the economic 
consequences of the defence programme. At one point, 
for instance, he claimed that Britain’s defence effort had 
reached the limit of what could be done unaided without 
impairing the country’s economic position. In any 
scale of values that recognised the primacy of defence 
needs, this claim could hardly be accepted as it 
stands. Not all the country’s resources are being devoted 
to rebuilding its economic strength, and even if they 
were it would still be possible, though uncomfortable, 
to use a greater part of them instead for rebuilding our 
military strength. Under present conditions, it is not 
disagreeable policies that are likely to prove disastrous. 
Nothing that Mr Attlee or Mr Gaitskell said during 
the debate came near to rebutting the impression that 
the Government’s attitude towards the economics of 
defence is “ business as usual.”” There would have to be 
sacrifices, some degree of hardship, fewer cars and tele- 
vision sets, some diversion of labour and some rise in 
the cost of living. But nothing is apparently to be done 
to ease an economy already bursting at the seams. There 
was no mention of any action to modify the existing 
commitments on the social services and housing. Indeed, 
the Minister of State suggested that the inflationary 
tendencies resulting from the new defence programme 
would be on a “small scale at present,” and he 
announced that the Government did not intend to present 
an Autumn Budget. To persist in such attitudes is to 
run the risk of imperilling the defence programme in 
economic confusion. The extra cost this year may be 
only £70 million ; but in 1951-52 it will be at least 
£220 million, in 1952-53 perhaps {£400 million and in 
1953-54 over {600 million. An early Budget would 
have provided the opportunity both for some modest 
degree of disinflation by way of retrenchment and for 
preliminary steps to meet these great burdens. 


* 


The Government is in the curious position of realising 
what has to be done on the economic front without, it 
seems, having any confidence about the means to employ 
to secure that it is done. The full programme will 
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employ 250.000 people, and civil industry will also Jose 
men to the armed forces (77,000 for national servicemen 
alone in the next six months). It will need somethin 
more than co-operation and good will to secure transfer. 
on this scale, and while the transfers are going - 
productivity in civilian industries will suffer. Again, as 
the Prime Minister clearly showed, the main weight of 
additional production for defence will fall on those indys- 
tries which are already fully occupied in making capital 
goods for home and export needs. It would be a pro. 
found mistake to allow the country’s export effort to be 
weakened, or to cut down essential productive inves. 
ment at home. If this crucial group of industries js to 
meet, as far as possible, the demands of defence, exports 
and home investment, the pruning must be done in all 
home requirements that are not inescapably necessary. 
Of the machinery to do this, there was no hint in 
Ministers’ speeches. No doubt the Government is 
right to hesitate to introduce physical controls and 
allocation of the complicated miscellany of goods that 
this group of industries produces. Such policies are 
difficult to apply even when the compelling sanctions 
of war are present ; to rebuild an apparatus of control 
now would be unwelcome and conceivably unsuccessful. 
To direct labour into defence jobs is obviously even 
further from the Government’s mind, but it can have 
little confidence that its renewed appeals for restraint in 
wage claims will carry much weight. 


All experience since the war has shown how much 
more easy it is in a fully-occupied economy to generate 
inflationary pressure than to contain it. The defence 
programme can either be superimposed on the British 
economy, which has no spare capacity or spare labour 
to meet it, or room can be found for it by laying aside 
temporarily other desirable but less important things. 
The Government’s present mood suggests that it is pre- 
pared for the first course of action—that it remains 
optimistic, despite evidence to the contrary, that rising 
productivity will largely meet the rising demands for 
defence and that it is not disposed to take unpopular 
steps that would hurt. Yet, at the same time, it realises, 
perfectly rightly, that defence must hurt, that the stan- 
dard of life of the people will suffer. But it is not prepared 
to admit that the damage will be far greater if a further 
dose of inflation is allowed to play havoc with the British 
economy. In war, a community may be justified in 
moving to the very brink of inflationary disaster if that 
is the only price of securing military survival. But these 
are not conditions of war. Great issues still hang on 
the ability of Britain to earn its own living in the compe- 
titive markets of the world. It would be the utmost folly 
if this country were to allow itself to be inundated by 
the inflationary tides that are now flowing throughout 
the world and add to them a new deluge of its own. By 
its postulates about the defence programme, the Govern- 
ment would apparently have the country believe that 
not a single penny of existing expenditures—on con- 
sumption, the social services, miscellaneous Government 
expenditure, housing and other civil investment—ca 
be touched. That has been the stock answer to @ll 
demands for retrenchment in the past three years. To 
persist in it now will be to make sure that the real value 
of these expenditures and of those for defence is cut by 
the disorderly and dishonest processes of inflation. li 
the tasks of defence are to be speeded to success, 4 
realistic policy of financial retrenchment is imperative 
now and for several years to come. 
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Groundwork of the Alliance 


N recent weeks American practice has had a way of 

catching up on European theory. It is not very long 
ago that officials and publicists on this side of the Atlantic 
were suggesting, with all the diffidence that a bold pro- 
posal seems to demand, that British and French defence 
plans might appear more confident if the United States 
were prepared to station more troops in Europe and if an 
American officer were appointed to command an inte- 
grated North Atlantic force. Now, it seems, these deci- 
sions have been taken in the United States and at this 
week's meeting of the Atlantic Council the powers can 
take full American participation in European defence as 
the starting point, not the aim, of their discussions. 
There can be no question now of European prodding and 
of a reluctant American response. On some issues, 
American military thinking has already far outstripped 
European plans. President Truman is now talking of 
nearly 3,000,000 men in the armed forces and of annual 
military expenditure of some $30 billions. If a fear of 
American half-heartedness has held back anyone in 
Europe, that excuse has vanished. It is the Americans 
who now set the pace. 


In one field, at least, the pace may be a little too hot 
for Europe. Reports from Washington suggest that the 
United States Gevernment is now prepared to consider 
a limited rearming of Germany, say, to the extent of 
ten divisions and to propose that such a force should be 
built up within a general North Atlantic Command. 
Additional safeguards would lie in supplying the weapons 
from elsewhere and in forbidding it a separate military 
staff, but it would be an army, not a disguised police 
force. The British and French Governments are not 
now so concerned with the ideological objections as once 
they were, but they both have in mind the strong practical 
drawback that if arms for the new force are not to be 
manufactured in Germany—and everyone agrees on the 
unwisdom of such a development—they will have to 
come off someone else’s quota. So long as the absolute 
amount of arms available to Europe is insufficient, there 
is nO point in creating new claimants for them. The 
European allies, therefore, prefer to strengthen the 
German police force as an immediate measure, and to 
leave the question of a German army until the rest of 
Europe is better armed. 


This division of opinion upon the armament of 
Germany is likely to be one of the few differences on the 
Atlantic Council’s agenda. It is, indeed, little short of 
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astonishing to observe the speed with which a concept of 
a common integrated Atlantic strategy has become a 
commonplace in the west. But if the thinking on military 
matters has been on the whole speedy, clear and united, 
no such unity has yet been reached on the difficult 
economic issues which the aim of an integrated defence 
effort is already raising. Some points are reasonably well 
agreed—for instance that nations shall be required to 
make a defence contribution of roughly the same propor- 
tion of their means—but on a number of vital questions, 
allied thinking still seems very imprecise. To what 
extent, for instance, should the necessity of defence be 
allowed positively to interfere with the achievement of 
economic recovery and independence? Much of 
European policy, and especially of British policy, is still 
framed with the idea of reducing dependence upon the 
dollar area and building up non-dollar markets and 
sources of trade. In particular, a stream of official docu- 
ments has pointed out that western Europe cannot be 
economically independent without trading with eastern 
Europe. Yet the effect of an accelerated defence pro- 
gramme must be to reduce European exports and, in par- 
ticular, American pressure is directed towards preventing 
practically all exports to the Soviet Union and its 
satellites. How then, are these conflicting aims to be 
solved ? There is no easy line such as is imposed by total 
war. An area of “normal” economy is presumably to 
continue alongside the defence effort and, indeed, the 
continuance of Marshall aid proves that the Americans 
are anxious for both recovery and defence to be pursued 
simultaneously. Yet unless a much clearer balance is 
achieved between the two, either the Europeans will 
succumb to the temptation of still giving recovery too 
high a priority—British plans appear to be based on such 
a calculation—or the Americans may push their 
European allies to the point where economic warfare 
and siege economics put an end even to a limited area of 
normal commerce. This is certainly the danger in Anglo- 
Soviet trade. 


Once the scale of the defence effort needed from the 
European powers has been roughly established, new 
problems arise. How quickly, for instance, can some 
central machinery be set up to secure a rational alloca- 
tion of the raw materials essential both to rearmament 
and to strategic stock piling ? The world is witnessing 
at the moment a helterskelter grab for essential materials 
which is sending up price levels in a headlong rush 
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year defence programme, however, is limited (at this 
stage) to what the Government conceives to be “ physi- 
cally possible ” ; it presupposes that assistance from the 
United States will be sufficient both to provide materials 
from dollar sources and “to maintain our economic 
strength.” These reservations were explicitly made by 
the Prime Minister when he turned to the economic 
consequences of the defence programme. At one point, 
for instance, he claimed that Britain’s defence effort had 
reached the limit of what could be done unaided without 
impairing the country’s economic position. In any 
scale of values that recognised the primacy of defence 
needs, this claim could hardly be accepted as it 
stands. Notall the country’s resources are being devoted 
to rebuilding its economic strength, and even if they 
were it would still be possible, though uncomfortable, 
to use a greater part of them instead for rebuilding our 
military strength. Under present conditions, it is not 
disagreeable policies that are likely to prove disastrous. 
Nothing that Mr Attlee or Mr Gaitskell said during 
the debate came near to rebutting the impression that 
the Government’s attitude towards the economics of 
defence is “‘ business as usual.” There would have to be 
sacrifices, some degree of hardship, fewer cars and tele- 
vision sets, some diversion of labour and some rise in 
the cost of living. But nothing is apparently to be done 
to ease an economy already bursting at the seams. There 
was no mention of any action to modify the existing 
commitments on the social services and housing. Indeed, 
the Minister of State suggested that the inflationary 
tendencies resulting from the new defence programme 
would be on a “small scale at present,” and he 
announced that the Government did not intend to present 
an Autumn Budget. To persist in such attitudes is to 
run the risk of imperilling the defence programme in 
economic confusion. The extra cost this year may be 
only £70 million ; but in 1951-52 it will be at least 
£220 million, in 1952-53 perhaps £400 million and in 
1953-54 over {600 million. An early Budget would 
have provided the opportunity both for some modest 
degree of disinflation by way of retrenchment and for 
preliminary steps to meet these great burdens. 


* 


The Government is in the curious position of realising 
what has to be done on the economic front without, it 
seems, having any confidence about the means to employ 
to secure that it is done. The full programme will 
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employ 250,000 people, and civil industry will also Jose 
men to the armed forces (77,000 for national servicemen 
alone in the next six months). It will need someth; 
more than co-operation and good will to secure transfers 
on this scale, and while the transfers are going on 
productivity in civilian industries will suffer. Again, as 
the Prime Minister clearly showed, the main weight of 
additional production for defence will fall on those indus- 
tries which are already fully occupied in making capital 
goods for home and export needs. It would be a pro- 
found mistake to allow the country’s export effort to be 
weakened, or to cut down essential productive invest- 
ment at home. If this crucial group of industries js tc 
meet, as far as possible, the demands of defence, exports 
and home investment, the pruning must be done in all 
home requirements that are not inescapably necessary. 
Of the machinery to do this, there was no hint in 
Ministers’ speeches. No doubt the Government is 
right to hesitate to introduce physical controls and 
allocation of the complicated miscellany of goods that 
this group of industries produces. Such policies are 
difficult to apply even when the compelling sanctions 
of war are present ; to rebuild an apparatus of control 
now would be unwelcome and conceivably unsuccessful. 
To direct labour into defence jobs is obviously even 
further from the Government’s mind, but it can have 
little confidence that its renewed appeals for restraint in 
wage claims will carry much weight. 


All experience since the war has shown how much 
more easy it is in a fully-occupied economy to generate 
inflationary pressure than to contain it. The defence 
programme can either be superimposed on the British 
economy, which has no spare capacity or spare labour 
to meet it, or room can be found for it by laying aside 
temporarily other desirable but less important things. 
The Government’s present mood suggests that it is pre- 
pared for the first course of action—that it remains 
optimistic, despite evidence to the contrary, that rising 
productivity will largely meet the rising demands for 
defence and that it is not disposed to take unpopular 
steps that would hurt. Yet, at the same time, it realises, 
perfectly rightly, that defence must hurt, that the stan- 
dard of life of the people will suffer. But it is not prepared 
to admit that the will be far greater if a further 
dose of inflation is allowed to play havoc with the British 
economy. In war, a community may be justified in 
moving to the very brink of inflationary disaster if that 
is the only price of securing military survival. But these 
are not conditions of war. Great issues still hang on 
the ability of Britain to earn its own living in the compe- 
titive markets of the world. It would be the utmost folly 
if this country were to allow itself to be inundated by 
the inflationary tides that are now flowing throughout 
the world and add to them a new deluge of its own. By 
its postulates about the defence programme, the Govern- 
ment would apparently have the country believe that 
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Groundwork of the Alliance 


N recent weeks American practice has had a way of 
I catching up on European theory. It is not very long 
ago that officials and publicists on this side of the Atlantic 
were suggesting, with all the diffidence that a bold pro- 

| seems to demand, that British and French defence 
plans might appear more confident if the United States 
were prepared to station more troops in Europe and if an 
American officer were appointed to command an inte- 
grated North Atlantic force. Now, it seems, these deci- 
sions have been taken in the United States and at this 
week's meeting of the Atlantic Council the powers can 
take full American participation in European defence as 
the starting point, not the aim, of their discussions. 
There can be no question now of European prodding and 
of a reluctant American response. On some issues, 
American military thinking has already far outstripped 
European plans. President Truman is now talking of 
nearly 3,000,000 men in the armed forces and of annual 
military expenditure of some $30 billions. If a fear of 
American half-heartedness has held back anyone in 
Europe, that excuse has vanished. It is the Americans 
who now set the pace. 


In one field, at least, the pace may be a little too hot 
for Europe. Reports from Washington suggest that the 
United States Government is now prepared to consider 
a limited rearming of Germany, say, to the extent of 
ten divisions and to propose that such a force should be 
built up within a general North Atlantic Command. 
Additional safeguards would lie in supplying the weapons 
from elsewhere and in forbidding it a separate military 
staff, but it would be an army, not a disguised police 
force. The British and French Governments are not 
now so concerned with the ideological objections as once 
they were, but they both have in mind the strong practical 
drawback that if arms for the new force are not to be 
manufactured in Germany—and everyone agrees on the 
unwisdom of such a development—they will have to 
come off someone else’s quota. So long as the absolute 
amount of arms available to Europe is insufficient, there 
is NO point in creating new claimants for them. The 
European allies, therefore, prefer to strengthen the 
German police force as an immediate measure, and to 
leave the question of a German army until the rest of 
Europe is better armed. 


This division of opinion upon the armament of 
Germany is likely to be one of the few differences on the 
Atlantic Council’s agenda. It is, indeed, little short of 


astonishing to observe the speed with which a concept of 
a common integrated Atlantic strategy has become a 
commonplace in the west. But if the thinking on military 
matters has been on the whole speedy, clear and united, 
no such unity has yet been reached on the difficult 
economic issues which the aim of an integrated defence 
effort is already raising. Some points are reasonably well 
agreed—for instance that nations shall be required to 
make a defence contribution of roughly the same propor- 
tion of their means—but on a number of vital questions, 
allied thinking still seems very imprecise. To what 
extent, for instance, should the necessity of defence be 
allowed positively to interfere with the achievement of 
economic recovery and independence? Much of 
European policy, and especially of British policy, is still 
framed with the idea of reducing dependence upon the 
dollar area and building up non-dollar markets and 
sources of trade. In particular, a stream of official docu- 
ments has pointed out that western Europe cannot be 
economically independent without trading with eastern 
Europe. Yet the effect of an accelerated defence pro- 
gramme must be to reduce European exports and, in par- 
ticular, American pressure is directed towards preventing 
practically all exports to the Soviet Union and its 
satellites. | How then, are these conflicting aims to be 
solved ? There is no easy line such as is imposed by total 
war. An area of “normal” economy is presumably to 
continue alongside the defence effort and, indeed, the 
continuance of Marshall aid proves that the Americans 
are anxious for both recovery and defence to be pursued 
simultaneously. Yet unless a much clearer balance is 
achieved between the two, either the Europeans will 
succumb to the temptation of still giving recovery too 
high a priority—British plans appear to be based on such 
a calculation—or the Americans may push their 
European allies to the point where economic warfare 
and siege economics put an end even to a limited area of 
normal commerce. This is certainly the danger in Anglo- 
Soviet trade. 


Once the scale of the defence effort needed from the 
European powers has been roughly established, new 
problems arise. How quickly, for instance, can some 
central machinery be set up to secure a rational alloca- 
tion of the raw materials essential both to rearmament 
and to strategic stock piling ? The world is witnessing 
at the moment a helterskelter grab for essential materials 
which is sending up price levels in a headlong rush 
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towards inflation. The prices of tin, rubber, wool, scrap, 
iron ore, and non-ferrous metals have all reached new 
records and although the dollars that are flowing out into 
the world are easing the dollar problem of such areas 
as the Commonwealth and the sterling area, they are 
doing so at the cost of an increasingly dangerous inflation 
of world prices. Moreover, the fact that the United 
States is in many cases the purchaser makes it more 
difficult for the European allies to plan their own contri- 
bution to defence. It is, for instance, not much use 
declaring that Germany’s extra effort shall consist of 
3,000,000 tons of steel, if scrap and iron ore are virtually 
unobtainable by any European producer. A restoration 
of the wartime Combined Boards, suitably widened to 
include the Atlantic alliance, or a very great strengthening 
of the production and resources committee set up under 
the Atlantic Council would seem an essential measure to 
bring some order into the present scramble for supplies. 


Yet even if a strong machine is established to allocate 
scarce materials according to some general plan of pro- 
duction, the problem of financing this integrated effort 
_ Yemains to be solved. The procedure of the last war 
whereby a rough effort of book-keeping was made both 
by Britain and the United States and a general settle- 
ment postponed until the end of the conflict does not 
seem entirely applicable to a situation in which all 
partners hope there will be no conflict and are prepared 
for a long and sustained effort of defence. The solution 


A Question 


ae Russia’s return to the Security Council its dele- 
gate, Mr Malik, has ceaselessly reiterated the allega- 
tion, which for all Communists is a sacrosanct dogma, 
that the present war in the Far East began with a South 
Korean attack on North Korea at the instigation of the 
United States. Sir Gladwyn Jebb quite rightly pointed 
out at one stage of the proceedings that the Security 
Council had been listening for nine sittings to a demon- 
stration of the Goebbels’ technique, which is to persist 
in a big lie in the belief that if it is heard often enough 
it will be believed. The whole Soviet case, Sir Gladwyn 
said, was based on a “ gigantic falsehood.” 

It may seem strange that Mr Malik should think that 
there are still people outside the Communist camp ready 
to listen and believe ; but the explanation is quite simple. 
It is that the vast majority of people have never read or 
heard of the evidence that shows who started the Korean 
war. The documents in the case are the reports of the 
United Nations Commission on Korea (UNCOK) and 
of its military observers, sent in immediately after the 
outbreak of the fighting. One would have thought that 
they would have provided a first-class news story 
for the British daily press; but they were virtually 
ignored until they were published in the Manchester 
Guardian. Consequently the kind of person who is anti- 
American on principle, and the person who dislikes 
having his mind made up for him without seeing the 
evidence on which his Government is acting, as well as 
the Communists and fellow-travellers who must take the 
party line, have gone on saying or thinking that the 
American action in Korea is “ intervention ” and that all 
the talk about the United Nations opposing aggression 
is nonsense. The vast majority of people in the free 
world are content to believe that the Council 
would not have acted as it did on insufficient evidence, 
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lies perhaps in agreeing that, provided each gove 
contributes a share to defence which its alles been 
adequate, the money sign should be removed entire} 
from all expenditure they incur with each other oo 
result of the defence effort—for instance, by deliveries oj 
munitions or by work done at home for armies from 
another country. This is the underlying thesis of the 
American Military Aid Programme and other nation; 
might provide each other with similar facilities. The 
line is clearly extremely difficult to draw and if the 
United States were to apply the rule to all its stock pili 
and strategic s, the world’s dollar famine would 
return at once. But it should be possible to work ou 
some sort of agreement which ises the excep- 
tional financial position of the United States and ensures 
that finance shall not become an obstacle to the best 
possible deployment of the allied effort. 

In all these problems, it is clear that no single remedy 
is sufficient to provide solutions to an incredibly compii- 
cated set of economic con . What the Atlantic 
powers need is not so much a hard and fast plan as 
effective machinery through which constant adjustment 
and on can continue. At present they would 
seem to have too much i of too dispersed and 
even contradictory a kind. The task of the Atlantic 
Powers at their Council this week might well be to give 
themselves the administrative structure they need to 
carry on with the job. 


of Evidence 


and that the campaign has proved long and careful 
preparation by the North Koreans ; but such a convic- 
tion is somewhat less than is desirable to inspire the 
effort now called for by their governments. They should 
have been able to read them in their newspapers at the 
earliest possible moment or at least to have them issued 
in a White Paper now. 

Instead, they have been invited to buy and read such 
pamphlets as that produced early in July—with remark- 
able speed—by Mr D. N. Pritt, KC, in which he sought 
to prove the Communist thesis that South Korea had 
started the war. With a trained lawyer’s instinct for a 
weak point in his ’s case, he attacked the 
Security Council for being “ ” into passing 2 
resolution condemning North Korea without, as he 
alleged, having any evidence before it to sustain the view 
that the North Koreans were the . He claimed 
that UNCOK had only passed on what the South Korean 
Government had told it about the outbreak, and that It 
was on “ this scrap of hearsay evidence from one vitally 
interested party” that the Security Council majority; 
consisting of “ that part of the world (already little mor¢ 
than half) which the United States seeks to enlist on 1ts 
side of the not-so-cold war,” took its “ irresponsible, base- 
less, illegal decision.” 

Mr Pritt has been able to get away with the statement 
that UNCOK had transmitted no testi except alle- 
— made by the South Korean Government. The 

COK reports, however, show this statement to be 
erroneous. UNCOK military observers made 

a trip along the South Korean side of the 38th 
were not, of course, permitted to enter 

orth Korea—between June gth and June 24th, 


that is to during the two weeks befoge . 
Rhey reported that “ South Korea army 's 
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organised entirely for defence and is no condition to car 
out attack on large scale against forces of North.” Sup- 
porting paragraphs of the report contained the following 
evidence : 

South Korean army in all sectors is disposed in depth. 
Parallel is guarded on southern side by small bodies. Troops 
located in scattered outposts together with roving patrol. 
There is no concentration of troops and no massing for attack 
visible at any point. . . . So far as equipment of South Korean 
forces concerned, in absence of armour, air support and 
heavy artillery, any action with object of invasion would, by 
any military standards, be impossible . . . no sign of any 
dumping of supplies or ammunition, petrol, oil, lubricant in 
forward areas .. - nO Concentration transport anywhere en- 
countered . . . no indication of any extensive reconnaissance 
being carried out northward by South Korea army or of 
any undue excitement or activity at divisional headquarters 
or regimental levels. . 

Nothing could be more clear and definite than this. 
It may, of course, be argued that the report from which 
these passages are quoted is dated June 24th, and that the 
real question is whether the Uno Commission had any 
concrete evidence before it when it recommended action 
by the Security Council, It is clear that it had. A mes- 
sage dated June 26th, the day after the invasion, says: 

Commission , . . considered latest reports on hostilities and 

results direct observation along parallel by UNCOK Military 

Observers over period ending 48 hours before hostilities 

began. Commission’s present view on basis this evidence, 

first, that judging from actual progress of operation 

Northern regime is carrying out well-planned concerted and 

full-scale invasion of South Korea; second that South 

Korean forces were deployed on wholly defensive basis in all 

sectors of parallel, and, third, that they were taken completely 

by surprise as they had no reason to believe from intelligence 

sources that invasion was imminent. 
This is not, and could not be, eye-witness evidence ; 
indeed, it would be very difficult to go to the scene of 
fighting after an aggression has started and decide on the 
spot which side had begun it. The North Koreans would 
not have co-operated with a Commission they refused to 
recognise. But it is expert evidence that will be rejected 
only by those who maintain—as Mr Pritt does not— 
either that the UNCOK members were in the pay of the 
Americans or that the South Koreans switched from 
defensive to offensive dispositions in 48 hours. It will 
convince any open-minded person. 

_ That this evidence should not have been officially pub- 
lished in this country is a serious omission on the part 
of the Government. The crisis which it illuminates is 
being used as the spur to an effort of rearmament and 
possibly further sacrifices that may be demanded. The 
public should be regarded not just as willing horses but 
as thinking citizens who like to see the evidence on which 
great national decisions are based. After the Berlin crisis 
had been discussed with Mr Molotov in Moscow two 
years ago, the Foreign Office composed and published an 
admirable White Paper on the whole negotiations. It is 
still not too late to do something of the kind on Korea. 
For there must be much fresh, eye-witness evidence from 
North Korean prisoners and from South Korean com- 
manders of just how, when and where the attack began, 
of the guerrilla organisation that had been set up in South 
I and of the caches Dee case tear were 

0 if a special inte were 

appointed by the United Nations to nift and present this 
‘vidence, which will otherwise be pigeon-holed in the 
American Wer Dalernoens, Failing that, the British 
Government take its own steps to provide the 
Ocuments in the case. 





There is nothing morbid or depressing about 
making sensible provision for your family or 
friends under your will, and you will feel glad 
when you have done so. The Manager of any 
branch of the Midland Bank will readily arrange 
for you to-meet a friendly official of the Bank’s 
Executor and Trustee Company, and by appoint- 
ing the Company you will ensure that your 


executor is always available. 


MIDLAND BANK 
EXECUTOR AND TRUSTEE COMPANY LIMITED 
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NOTES OF 


A Great Man 


The death of Jan Christiaan Smuts at his home last ° 


Monday marked not only the passing of a great man but also 
the end of an era. For General Smuts was the last active 
participant in the great experiment in liberal imperialism 
which was launched at the beginning of the century, the last 
of the elder statesmen who put into practice a theory of 
Commonwealth relations which has held the British Empire 
together by ties looser than those which have ever before in 
human history preserved the unity of a great empire. His 
death inevitably creates a nostalgic longing for the less com- 
plicated relationships of the earlier years of the Common- 
wealth and for a confident restatement of the liberal policies 
which Campbell-Bannerman initiated and which General 
Smuts so strenuously practised. 


As a statesman, General Smuts had no equal among his 
contemporaries. His breadth of vision made pygmies of his 
colleagues, and his achievements in the half century during 
which he played a dominant role in world affairs rank among 
the outstanding events of history. The union of the South 
African republics, the idea of liberal imperialism, the founda- 
tion of the League of Nations, the drawing-up of the Statute 
of Westminster, and even to some extent the foundation of 
the United Nations, were all largely his work. Yet it was his 
tragedy to be so far ahead of his time that none of the grand 
designs upon which he embarked was altogether successful. 
The union of the South African republics which was 
primarily intended to bring British and Boers together in 


lasting friendship only postponed racial antagonisms which - 


have latterly become worse. The League of Nations failed 
to prevent war. The principles of liberal imperialism are 
being endangered in General Smuts’s own country. The 
United Nations has been divided by the schism between 
Communists and the western powers. He cannot be blamed 
for what others have made of his ideas—he was for the most 
part surrounded by lesser men—but it is a measure of his 
stature that in spite of such failures or partial failures he 
remained, universally acknowledged, one of the great 
figures in the civilised world. 


As a politician in the narrow orbit of South African affairs, 
General Smuts had many weaknesses. He lacked tact and 
he was never at ease with, say, a delegation of Platteland 
farmers. Nor was he ever able to suffer fools gladly. The 
result was that although he could persuade whole nations to 
support and carry out his ideas, he only occasionally suc- 
ceeded in leading his fellow countrymen, particularly the 
Afrikaans-speaking section, along the paths he knew they 
ought to take. On racial questions, although he tried hard to 
promote the development of the Bantu, he was perpetually 
handicapped by the fear of losing the few votes which were 
all that ever stood between him and his Nationalist 
‘opponents. Indeed, he spent almost more time out of office 
than in power—to the benefit of the world at large, but 
to the loss of his fellow South Africans. 


As an individual, he never allowed the frustrations of 
ie, mo to interfere with his private life. He was singu- 
larly happy in his marriage, and he had an unbounded zest 
for knowledge which kept him busy and contented all through 
his life. He never quite lost his awkwardness with strangers, 
but to his close friends who knew him at his pleasant home 
at Irene he was one of the most lovable of men. 


x 7 *x x 
Marshall Returns 


To all the peoples of the free world, the return of 
General Marshall to office as Secretary of Defence has come 
as a profound relief and a profound encouragement. Too 
often in the course of 1950 it has seemed that forces of 
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dissension and unreason were undermining she moral 
authority of the United States and at times, Mr Acheson 
whose temperate conduct of American policy has been one of 
the cements of the Grand Alliance has seemed to stand 
alone, surrounded by critics and enemies and under constant 
pressure from those who sought to plunge the United States 
into expensive follies in Asia and even into the supreme 
folly of preventive war. 


General Marshall will not only bring his own great experi- 
ence and wisdom to the post of Secretary of Defence. He 
will immensely reinforce Mr Acheson’s struggle against the 
extremists. His knowledge of the realities in China js 
unrivalled and, as chief architect of the Marshall Plan, he 
knows that Communism is countered more forcefully by 
imagination and positive action than by fear, isolztionism 
and panic witchhunts. Once again, American defence policy 
and foreign policy will advance in step and both wil! follow 
the path of wisdom and restraint. 


1959 


* * * 


Obstinacy on Steel 


Events have forced the Government and the Oppos'tion 
so close together in matters of foreign policy and defence 
that the Government seems to have become alarmed and to 
have decided that a strictly party gesture was needed in 
order to console its more depressed or restive members. 
It is hard to explain on any other ground the announcement 
on Thursday of the intention to implement the Iron and Steel 
Act in the shortest possible time. The arguments of common- 
sense and expediency against going ahead with the 
nationalisation of iron and steel have never been stronger 
than at this moment, and if the Government — et bring 
itself to compromise, a postponement was still within its 
power. It hae b apparent that there would be great diffi- 
culty in getting suitable men to serve on the board of the 
Iron and Steel Corporation until the political outlook was 
more settled ; but if proof were needed the names that Mr 
Strauss announced supply it. Of the full-time members only 
the deputy chairman, Sir John Green, has any visible con- 
nection with the steel industry; his connection is a director- 
ship of the relatively small specialist Sheffield firm of Thomas 
Firth and John Brown. His chief is to be Mr S. J. L. Hardie, 
the present chairman of the British Oxygen Company. Sir 
Vaughan Berry was a good commissioner in Hamburg until 
he was side-tracked into his present melancholy post on the 
Ruhr Authority. General Sir James Steele is the present 
Adjutant-General. Even the inevitable trade union official, 
Mr W. H. Stokes, comes from a union not very closely con- 
nected with iron and steel production, the Amalgamated 

ineering Union. The part-time members are Mr J. W. 
Garton (a director of Brown Bayleys Steel Works) and 
Mr R. A. Maclean. It is hard to imagine this board wielding 
dynamic leadership or indeed influencing in any perceptib 
way the network of great undertakings of which it 1s to be 
given a control. What can ad cons nee 
been, if not to stir up a at all costs : 
of the motion tabled by Mr c Churchill which will be debated 
next Tuesday suggest that the purpose will be fulfilled. 


* 


On the main question of the rearmament programme the 
special session of parliament has produced very little on . 
dispute. This is not because the is regarded SY 
members as an ideal programme, but as the only one that is 


practicable in the present circumstances. Since there are 
now no Communists in the >, opposition has come only 
from the half dozen or so paci and that in no very 
coherent or united form, and from the curious 


Mr S. 0. 
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Davies who rests his case on his view that the invasion of 
Korea was started by the South against the North. The 
overnment had the best of the debate throughout its course. 
The Conservatives are in a difficult position. Mr Churchill 
was concerned to make it quite clear that his party supports 
the government’s rearmament measures in principle, and 
was therefore forced to confine his criticism to technical 
issues and to a general charge of maladministration of 
defence The quietness of the Conservative opposition is 
in part due to the sense of a general opinion in the country, 
among Conservative as well as Labour supporters, that the 
Labour party is better able to carry through a rearmament 
programme without finding itself in grave industrial diffi- 
culties, and that the chances of avoiding a war are better 
under the leadership of Mr Attlee than of Mr Churchill, 
deeply as the latter is respected as a war leader. Perhaps 
the most significant back bench contribution was that of 
Lord Hinchingbrooke, which with its note of restraint and 
reasonable optimism may well have been a warning to the 
more belligerent and hot-headed members of his own party. 


* *® * 


Wages and the TUC 


The action of the Trade Union Congress, in rejecting 
last week the report of its General Council on wages and 
adopting a resolution condemning wage restraint and demand- 
ing the statutory control of profits, was not wholly 
unexpected. The policy of restraint received overwhelming 
support at the 1949 Congress—before devaluation—but was 
approved by only a narrow margin at a delegate conference 
in January ; since then the General Council itself has been 
steadily modifying its conception of the policy. In any case, 
there are outstanding wage claims, covering more than the 
number of workers on whose behalf the policy was rejected, 
which would be pressed whether the vote had gone in favour 
of wage restraint or not. The voting for and against was 
an expression, not of patriotism against subversion, but of 
different calculations of self-interest. The unions represent- 
ing skilled and semi-skilled labour voted against the official 
policy. The general unions voted in favour of it, feeling, 
perhaps, that it is in a period of wage restraint that their 
efforts to improve the relative position of the lower-paid 
workers whom they represent have the best chance of success. 


What makes the incident depressing is not so much the 
course of the voting as the flabbiness of the speeches of 
leaders in the trade union movement who stand for modera- 
tion and restraint. Although the arguments put forward by 
advocates of higher wages and lower profits were naive in 
the extreme, it is not surprising that they carried the day, 
since the speeches of the president (Mr Bullock), the general 

etary (Sir Vincent Tewson), Mr Arthur Deakin and 
other members of the General Council show that, for the 
moment, that body is either entirely bankrupt of ideas or 

$ the elementary courage to advocate any rational control 
over the course of wages. To say that the leaders are bound 
by the opinion of their rank and file or the earlier decision of 
individual conferences, is merely to beg the question, since 
there are very few unions whose members do not take their 
ideas primarily from the men whom they choose as their paid 
and permanent representatives. 


® * * 


Steps Towards Realism 


On questions other than wage restraint the Congress 
showed a considerable advance in enlightenment and realism. 
motion ing the ending of compulsory arbitration 
was defeated by over two and a quarter million votes, in 
Spite of the ive advocacy of Mr J. B. Figgins, of the 


National Union of Railwaymen. Perhaps no less surprising 
than the strength of the vote for its continuance was the 
Spectacle of Mr Arthur Horner criticising the National Arbi- 
tation Tribunal for the nity it gave to malcontents 
to by-pass the reference telbunal 


of the mining industry. In 
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the debate on foreign policy only the Communists opposed 
the action of the United Nations in Korea, and the votes cast 
against the General Council’s supplementary report on the 


subject were derived almost solely from the unions under ° 


Communist control. 


By far the most interesting speech of the Congress came, 
not from a delegate, but from the late secretary of the TUC, 
Lord Citrine, now chairman of the British Electricity 
Authority. It was a dispassionate review, from an advocate 
of nationalisation, of the difficulties and potentialities of 
nationalisation, the speech of a man who has left the realm 
of golden ideas for the dusty arena of administration. The 
quality of Lord Citrine’s address was a reminder of the 
drainage of leadership to which the trade union movement 
is exposed through the elevation of many of its abler men to 
public office. A perception of this may have accounted for 
the weakness of the support for a motion demanding that a 
third of the membership of the public boards should be 
drawn from trade union representatives. 


* ® * 


Diplomatic Disunity 


One of the most needed reforms in inter-allied procedure 
would seem at present to be the postponement of the annual 
session of the General Assembly, together with the meeting 
of the Atlantic Council which now precedes it, to December 
or January. September has become a great month for con- 
ferences and committees and attempts to hammer out agreed 
allied policies. Yet it is a month when American diplomacy 
is, of necessity, at its most rigid and uncompromising. 
President and Congress have a wary eye on November and 
its elections and large international issues which involve the 
fate of, states and nations may be decided on the most local 
calculation of electoral interest. 


This year is proving no exception. Twenty-four hours 
before Mr Bevin and M. Schuman were due to arrive in 
New York for discussions of great delicacy on such issues 
as the representation of China in the United Nations and 
the rearming of Germany, Mr Acheson secured the 
unanimous support of Congress for the Administration’s 
policy by specifically pledging himself to the rearming of 
Germany and the support of the Chinese Nationalist regime. 
No one will wish to minimise Mr Acheson’s difficulties in 
securing undivided approval from a very divided Congress 
and public opinion nor to underestimate the importance of 
whole-hearted domestic support for American foreign policy, 
but the United States is now the centre—and leader—of a 
great alliance and unanimity between allies is becoming as 
necessary as unanimity at home. It is difficult to see how, 
in the present situation, anything like an agreed strategy 
can emerge and no one can draw any comfort from that fact 
save the men in the Kremlin. 


* * * 


Manchurian Incident 


The issue of Chinese representation is likely to dog 
every discussion of the crucial issue of Korea either in the 
Security Council or the General Assembly. For instance, in 
the last fortnight, the fact that China is Korea’s immediate 
neighbour has been brought home dramatically to world 
opinion by the question of an American bomber’s alleged 
trespass across the Korean frontier. The Security Council 
has agreed to consider the Peking Government’s complaint 
that American aircraft violated the Korea-Manchuria fron- 
tier and inflicted damage on Manchurian territory. The 
Americans have asked that an impartial commission of 
inquiry conducted by Sweden and India should be sent to 
examine the charges on the spot and have placed a sum of 
money with the Secretary-General to cover any damage, 
should the fact of damage be established. The Peking 
Government, however, has asked to be heard by the Security 
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Council and, quite apart from any wider issue of legality, its 
agreement is clearly necessary if safe conducts are to be 
granted to any United Nations Commission proceeding to 
Manchuria. 


It was, therefore, disconcerting to find the American dele- 
gate on the Security Council giving his vote against the 
proposal that a representative of Peking should be heard in 
the Security Council when the Manchurian incident is dis- 
cussed. The proposal was, in fact, lost by one vote, for 
although six members, including Britain and France, voted 
for the invitation and two abstained, Nationalist China, Cuba 
and the United States voted against, and thus the necessary 
seven votes were not secured. The United States may regard 
the arrival of a representative from Peking as an admission 
of Communist China to the United Nations “ by the back 
door.” It is also possible to fee! genuine hesitations about 
the willingness of Communist China, if admitted to the 
United: Nations, to fulfil the obligations of the Charter. 
These facts have to be weighed in the balance against the 
growing isolation of the United States in its support of the 
Chinese Nationalists. Yet it is equally important that the 
policy of a Great Power should not be made to appear 
ludicrous, and this in fact is what is happening in the Security 
Council. The Americans cannot fail to see that their proposal 
for an impartial inquiry “on the spot” must involve the 
readiness of Peking, which is in control “on the spot,” to 
accept such a Commission. Thus to vote for an inquiry and 
against a hearing of the Peking representative is plainly con- 
trary to good sense, and such contradictions can only 
undermine the prestige of the Government responsible for 
them. The matter of the inquiry has, however, now reached 
deadlock, since the Russians have vetoed the sending of 
any commission. 


Government Expe nditure 


The cry for cheap government is one which has been 
sO pertinaciously raised for the last two years, it is 
supported by so act.ve and energetic a party of politicians ; 
it finds naturally such a ready welcome in the popular 
mind ; it comprises so indisputable a nucleus of truth 
surrounded by such a vast nebula of plausibility ; that 
it becomes necessary seriously and fuliy to examine what 
cheap government really is. In public as in private 
affairs there is a true and a false, a genuine and a counter- 
feit, a shortsighted and a comprehensive, economy. There 
is a spirit of shallow, ungenerous, and niggard parsimony, 
which looks only to the cost of the public service, and 
not to the mode in which that service is performed ; 
which considers an offical salary as excessive if any fairly 
competent individual could be found to undertake the 
duty for less remuneration ; which would put the service 
of the state on the same footing as the contract for the 
supply of a workhouse, and have it done by tender; 
which would starve departments that, to be efficient, 
require to be managed with a liberal, and even an un- 
sparing hand; which, in a word, looks only to present 
saving, and dsregards the future outlay and the ultimate 
extravagance which injudicious and untimely saving may 
entail. And there is a wise, sound, and far-sighted 
economy which is profoundly convinced that in an 
empire such as ours the best government is the cheapest 
whatever be its money cost; which is conscious that 
where millions are at stake, hundreds must often be dis- 
regarded ; that expenditure may often be cheaper than 
saving ; that, in fine, it is wise, necessary, and economical 
for the state to secure the services of its ablest citizens, 
and to keep every department of the public service in 
the h.ghest and most perfect efficiency, whatever be the 
expenditure requisite for these purposes. 


The Economist 


September 14, 1850 
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Can the United Nations Work ? 


As the nations prepare for the opening of the General 
Assembly of the United Nations their leaders have tv grapple 
with a difficult and contradictory situation. On the one 
hand, it is clear that the prestige of the United Nations, as 
an instrument of effective international policy, has been 
tremendously enhanced by the United Nations’ action jp 
Korea. The rallying of world opinion to the American 
initiative has shown that the divisions between Asiatic and 
western opinion, between the powerful and the weak, 
between great powers and small, can be overcome within 
an international organisation which safeguards the essentia) 
principle of equality. Yet at the same time, Russia’s return 
to the Security Council makes it certain that nothing but 
frustration can lie ahead of the United Nations so long as 
the Security Council is its chief instrument of policy and 
responsibility. 


The view is now being canvassed that a solution can be 
found by enhancing the role of the General Assembly. It 
is true that it lacks the specific powers allotted to the Security 
Council by the Charter, but it represents world opinion in 
the fullest measure and its resolutions, if passed b: a large 
majority, would carry immense moral weight and would give 
the full backing of world opinion to any government that 
took action in accordance with any such resolution. The 
difficulty that the General Assembly is only irregularly in 
session could be overcome by extending the experiment of 
the “ Little Assembly "—a committee elected by the Assem- 
bly to act as a watchdog between meetings—and by electing 
a permanent Council of the Assembly composed of all 
member nations and sitting alongside the Security Council 
in constant session. 


* * * 


Northern Ireland Asks for More 


Northern Ireland (writes our Belfast correspondent) has 
not succeeded in achieving the same degree of full employ- 
ment as the rest of the United Kingdom. Its distance from 
markets and sources of raw materials makes it difficult to 
attract new industries, and tends to make the products of 
those already established uncompetitive with those in 
England and Wales. Industry and agriculture are thriving at 
present, yet the percentage of unemployment in Northern 
Ireland is between five and six as against 2.5 for northern 
England and 3.4 for Wales. The rate of industrial expansion 
is not sufficient to melt the hard core of unemployment, 
let alone absorb the 2,000 recruits to the labour force who 
arrive annually in search of work. The Northern Ireland 
government has concentrated upon the diversification of 
industry since the war, but has met with only partial success. 


‘With the ending of the sellers’ market the question of trans- 
port charges has become vitally important to both the old and 
the new industries. The Northern Ireland government has 
submitted to Whitehall a case for the subsid'sing of freight 
to and from Britain, and there is also some pressure for 
extending the system of “ postalisation” whereby United 
Kingdom consumers as a whole bear the transport charges. 
This system already applies to steel and petrol, but not 10 
coal for which the Northern Ireland price is 20s. to 30s. pét 
ton above that at the pit head. On the other hand, many 
people hold that instead of trying to palliate Ulster’s natural 
disadvantages, it would be sou to exploit to the full its 
sole raw material—agricultural produce—to slaughter live- 
stock at present shipped to Britain on the hoof and to develop 
the industries to livestock and other agricultura! 
Spend pom a cep a fit sear 

u a i not 0 
but indeasl CHaliasine and this in turn would entail reform:n8 
the internal road and rail services. At present the Great 


Northern Railway loses £350,000 annually on its services 10 
Northern Ireland, and 43s operation of the Governments 
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own subsidiary, the Ulster Transport Authority, constitutes 
a continuous drain on the economy. Co-operation, even 
joint planning, in this sphere with the Republic of Ireland 
would pay dividends, economic as well as political. 


* * x 


Economic Rents in Pimlico 


Westminster City Council is among the first of the large 
urban authorities to face the storm which follows inevitably 
upon the decision to charge economic rents for postwar 
dwellings. Their new arrangements go into full operation 
on October 2nd and they have already met with opposition 
from the tenants. This is hardly surprising, for neither 
national nor local propaganda has done anything to bring 
home to the public the formidable cost of municipal housing 
at postwar costs of construction. 


The Westminster Council’s scheme lays down a minimum 
and a maximum rent—the latter representing the economic 
rent without subsidy. The present subsidies are to be 
administered not on all rents but as rent rebates, and the 
rebate will be calculated to ensure that above the minimum 
no tenant shall pay more than one-sixth of his income as 
rent (with certain allowances). The rebate therefore operates 
between the minimum and maximum rents, and as can be 
seen from the table below, the minimum is not low and the 
maximum or economic rent is very high. 


Fixed Charges 








unaffected by Rebate Including Fixed Charges 
Weekly 
Type of Seg oo aS noes een 
Accommodation 
| Central | Existing | Proposed Proposed 
Rates | Heating & Re a | Mintmum Maximum 
Hot Water | - | Rent Rent 
} 
| 
s. d. s. d. s. d. da ; sd 
SOM 5. .cccrcsensequie 411 8 0 36 11 SL 1l | 68 5 
HOME. i 5.0i cisccedouaeee 5 10 9 5 45 9 37 3: 81 9 
i 





The tenants have sent a delegation to express their objec- 
tions, Their case is grounded on two points: first, that the 
economic or maximum rent is more than they can afford, and 
secondly, that a rent rebate scheme involves a means test. 
Both these objections are understandable enough. But they 
do not meet the economic objection that the cost of housing 
has risen far beyond the capacity of local authorities to 
cushion the rise, nor the laital objection to providing subsi- 
dies from the pockets of the less prosperous and ill housed 
for the better off and better housed. If it is found that there 
are too few tenants who can afford the economic rents to 
release a sufficient subsidy for the rent rebate scheme this 
may stimulate a healthy interest in reducing costs. The 
fate of the Westminster scheme will be watched with 
interest by the many other local authorities who are faced 
with the same problem. 


* ® * 


Tito and the West 


The visit of a delegation from the British Labour Party 
to Jugoslavia, at the invitation of Marshal Tito, may show 
that he is at least considering the expediency of departing a 
little way from his licy of rigid neutrality in the quarrel 
between the Soviet Union and the western world. He can, 
indeed, hardly hope to maintain his present isolated position 
indefinitely. “Across his frontiers the Soviet satellites wage 

war of nerves with unabated enthusiasm ; at home 
‘conomic troubles accumulate and the standard of living— 
teady very low—can only be maintained with the greatest 

ty. three members of the Croat Communist Party 
who have just been expelled from the party and dismissed 
from their posts in the Government for sabotaging the five- 
year plan in the interests of the Cominform may or may not 
really be Cominform agents. But their disgrace does, at any 
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rate, provide a convenient excuse for some of the country’s 
economic difficulties. Marshal Tito cannot hope to realise 
the ambitious plans for the industrialisation of the Jugoslav 
economy to which he has committed all the country’s 
resources and manpower, without further financial assistance 
from abroad. The Export-Import Bank has recently granted 
Jugoslavia a loan of $15 million (in addition to the $40 million 
already granted) and the Bonn Government has agreed to 
loan $30 million within the framework of a bilateral trade 
agreement. But neither loan is as large as the Jugoslavs 
hoped it would be. It is, therefore, probable that Marshal 
Tito’s invitation to the Labour Party was prompted more 
by the urgent need for more economic aid than by a real 
desire for a political rapprochement. All the same, it is 
encouraging to find that a Communist Party which has 
irretrievably burned its boats with the Soviet Union can 
overcome any inhibitions it may have against the repre- 
sentatives of those western democrats who are so continually 
reviled by the Cominform as “ traitors of the working class.” 


How far the Jugoslav overtures to the west will go beyond 
a display of friendly hospitality remains to be seen. Jugoslav 
relations with Greece and Italy are still very far from the 
more cordial understanding the British and United States 
Governments would like to see introduced. Although the 
Jugoslav Foreign Minister, Mr Kardelj, has blamed the 
“Cominform chiefs” and the “hegemonist policy of a 
foreign country ” for the Korean war, he has failed to come 
down fairly and squarely on the side of the west. On the 
contrary, he said that his Government considered it best to 
continue the policy which it has so far pursued in the 
Security Council debates on Korea and which, in western 
eyes, cannot fail to appear equivocal. Such a policy will not 
win much sympathy for the Jugoslavs in the west. But they 
may perhaps feel that any obvious and open move into the 
western camp would dangerously weaken their position at 
home. 


Shorter Notes 


Owing to a copying error in an office other than our 
own, the table given in an article on the toy industry in 
The Economist of August 12th, page 302, was incorrect. The 
difference is not material ; but for the sake of accuracy the 
corrected figures are given below. 


British Toy Exports, YEAR ENDED Aprit 30, 1950 
(£'000) 





As in p 
The Economist, | Corrected Figures 
August 12th 


—- $$$ | 


Exported | Total | Exported | Total 














Output | Output 
i a ARGUES 600s eteoves 296 1,221 | 384 2,364 
Soft, wooden, metal & plastic toys ... 3,051 14,631 | 3,051 14,631 
Indoor games and other toys ........ 698 | 5, | 906 | 5,578 
ss seveseeee | 4045 | 21,352 | 4,341 | 22,573 
{ i | 
* 


The Institute of Municipal Treasurers and Accountants 
and the Society of County Treasurers perform a most useful 
service in analysing local government financial statistics. 
Their latest analyses of educational statistics, the first of a 
new series, show among other things the average cost per 
pupil per annum. 


Year Ending English London County 
March, 1949 Counties County Boroughs 
Council 
£ £ £ 
Primary schools ........+.+. - 20-02 24-31 18-51 


Maintained secondary schools. 33-90 37°71 32°19 


Of this expenditure 69 per cent in primary schools, and 
66 per cent in secondary schools is spent on teachers’ salaries, 





sted 


pay Bakes Pian, eee Ree : 
MOAI I EES CAE II RAIN SIS ITS I aeee 2 


meas 





i 
3 


i 
4 

é 

8 

# 

a 
sah 
t.4 

ae 
fa 
7} te 
Say 

4 
4 
os 
ae 
aon 
Bee 
ra 
& 
ey 
a 
Fata: 


SEGRE 


474 


Democracy in the Works 

Sir, —Your article “ Democracy in 
the Works ” of August 26th blames the 
lack of positive virtues in “ Industrial 
Democracy” on the employers who 
have “‘ failed to ensure . . . the new type 
of leadership” required to take the 
place of the old type of foremanship. 
In this there is some truth; but to 
suggest that “the first step towards 
improving labour relations . . . is to 
improve the standard of foreman” is 
unfair to management, workers and, not 
least, to foremen. The root of the 
malady lies much deeper. 


Where employers and employees be- 
come grouped in large Unions and 
Federations with controls, procedures, 
committees, experts, etc., piled in rival 
pyramids, discussions vitally affecting 
the “factory floor” take place in a 
stratosphere from which not only fore- 
men, but junior managers and even 
managers of works are inevitably ex- 
cluded. How then can these be ex- 
pected, however well trained, to become 
the dynamic force for practical good 
which your article envisages ? Con- 
centrate as you will on one minor 
section of its anatomy, the foreman, 
you will never get the vital spark into 
the body of industrial democracy until 
its two main organs, employer and em- 
ployee, are given the chance to have at 
least one major common object. In a 
comparatively uninhibited capitalist sys- 
tem the prosperity of the individual 
firm, with dividends and wages both 
linked to profits, provides an effective 
common urge. In war (and in some 
countries in peace) fear is the common 
spur. In the Socialist welfare state 
“duty to one’s neighbour” is proposed 
as the prime mover—but, alas, how little 
it moves. 


Get back to the fundamental concept 
- of master and servant (which is not so 
dead or outmoded as your article 
suggests), reinforce the “moral con- 
science ’’ of employers with such legal 
safeguards as may necessary, and 
then allow both parties to “do what 
comes naturally.” Real dynamic co- 
operation is much more likely to be 
borne in such an atmosphere than in 
the make-believe world of the industrial 
democrat.—Yours faithfully, 

EMPLOYER. 





Sir,—I agree with the general survey 
of “Democracy in the Works ” which 
you have recently published ; the trouble 
lies, as your contributor has indicated, 
in the application of this generall 
accepted. ideal. Neither ‘side’ in 
industry has any real wish to return to 
the old set-up, but there is no clear 


guidance for the future, at least so far — 


as greater productivity allied with de- 
mocracy is concerned. 

It is, I feel, very largely a matter of 
a “ change of heart ” on the part of all, 
whether management or managed, and 


until there is a general recognition of 
this one may expect industrial democracy 
to remain in the doldrums, the object of 
a tolerant benevolence and nothing more. 
The key point lies in the frame of mind 
of the lower ranks of management, the 
supervisors, foremen and charge-hands, 
whose job is to interpret top-level 
decisions to the men at the bench. 
Equally important is naturally the calibre 
of the men appointed to such positions. 
Your contributor is, however, a little less 
than fair in his analysis of their position, 
as he makes no reference to two or- 
ganisations which are doing admirable 
work to fit the ‘foreman’ for his job. 
These are the Institute of Industrial 
Supervisors (mainly educational) and the 
Association of Supervisory Staffs, Execu- 
tives and Technicians, a recognised Trade 
Union for supervisory grades, both of 
which are doing good work in re- 
establishing a position for management. 


There is another problem to be solved. 
Although in today’s conditions of full 
employment the ‘ foreman ’ is not likely 
to be demoted except ‘through his own 
fault, his position in such an eventuality 
has never yet been clarified. Does the 
possession of some rank in industrial 
supervision at bench level—agreed to be 
a major management function—militate 
against the man himself ? The foreman 
appointed on the old franchise can return 
to his craft; the new-style supervisor 
“with one foot on the management 
ladder” may find it less easy.—Yours 
faithfully, 

F. J. BLAYNEY THOMAS 
Editor 
Personnel Management and Welfare 


Defence Priorities 


Sir.—The emphasis in Mr Flower’s 
letter of August 19th on the priority in 
the defence of Europe of anti-tank 
weapons in general tends to obscure his 
special plea for self-propelled anti-tank 
guns. A self-propelled anti-tank gun 
may be an imperfect substitute for an 
armoured tank carrying the seme gun, 
but an ordinary trailer gun, such as may 
be understood in lists of “ anti-tank 


. weapons ” without qualification, is not 


a substitute at all. I write with direct 
knowledge limited to a single incident 
but others with less negligible experience 
have confirmed my belief that not only 
is an ordinary naked anti-tank gun or 
even section with forward infantry cold 
comfort, but that it is not always fair 
to rely on gunners being brave enough 
to serve them and take the consequences 
when a troop of observant-looking enemy 
tanks appears. 


On the general question of single 
versus dual purpose tanks a layman of 
the most limited experience, who has, 
however, seen a section of Shermans 
annihilated by a few rounds from German 
Mark IVs, may be allowed to wonder 
whether the tolerance in the controversy 
shown by those who have fought in tanks 
is influenced by the sort of loyalty which 
used to make sailors, some three decades 
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Letters to the Editor 


ago, defend British battleship design 

er surprising feature of the con. 
troversy is the lack of reference to the 
German experience. A single instance 
(which I have not seen noted in this 
connection) is the extraordinary m 
from battle casualties of Tigers and 
Panthers in the Ardennes offensive — 
Yours faithfully, 


MICHAEL Vyvyan 


The Divorce Laws 


Sir,—In the recent discussions in the 
press on divorce problems one matter 
which was hardly ever mentioned jis 
nullity. In the view of many, what most 
needs to be widened is not grounds for 
divorce, but grounds for nullity. There 
must be hundreds of marriages which, 
through no fault of either party, are 
marriages Only in name. Impotence of 
the husband is now legitimate ground 
for nullity, but there are other cases of 
physical and psychological difficulty, both 
of the husband and the wife, which can 
destroy a marriage and which, though 
not intentional “ cruelty,” nevertheless 
can cause untold suffering. Such cases 
are surely not beyond medical and legal 
competence to define. Should there not 
be some means whereby medically in- 
valid marriages can be _ honourably 
annulled without stigma or publicity ?— 
Yours faithfully, 

FRANK P. CHAMBERS 


A Tax on Man Hours 


Sir—I read your letter of September 
3rd entitled “ Power and Progress” 
with joy because it seemed to me that 
at last Britain had come to a full realisa- 
tion of what an attempt to raise the 
British average standard of living i- 
volves. 

However, if this new way of thinking 
is to bear full fruit, may I be permitted 
to make a suggestion ? The inelastic 
factor in an economy is man-hours. The 
Labour Theory of Value is invalid, but 
surely a Labour Theory of Cost 1s to 
some extent valid ? There is a fixed 
“ national income ” of man-hours, and 
it has to be “spent” to the best ad- 
vantage if the national standard of living 
is to be raised. 

In America, high wages force em- 
ployers to “ spend” man-hours to the 
best advantage. Wages are so high that 
employers are compelled to use their 
workmen as productively as possible by 
installing the most up-to-date equipment. 

We cannot, however, do that in this 
country because of the danger of inflation. 
But would it not be possible to tax man- 
hours ? Thus employers would be 
induced to spend man-hours to the best 
advantage, and would be compelled by 
the resultant economic circumstances [0 
instal more modern equipment. —. 
the tax would in effect be a tax on ine 
ciency.— Yours taially, J. A. Peck 


22 Lauriston Place, Edinburgh, 3 
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Books and Publications 
On a Wide Canvas 


The British Overseas. By C. E. Carrington, Cambridge University Press, 
1092 pages, 


Mr Carrington has vision and wide 
knowledge and both were essential for 
the successful fulfilment of his formid- 
able task. To complain that a book of 
over a thousand pages is too short may 
seem in the last degree unreasonable, 
but it affords at least most convincing 
evidence of the range and importance of 
its theme. It is with the British people 
and not with the historian of their 
migrations that responsibility for the 
length of this history lies. The popu- 
lation of rather less than seven million 
which inhabited the British Isles in 
Tudor times has multiplied in the course 
of four centuries to some 140 million, 
the great majority of whom live far 
away from the homelands of their 
forefathers. The chronicle of their 
deeds of exploration, of conquest, of 
settlement, of their trading and not least 
of their missionary enterprises in almost 
every part of the world—and Mr 
Carrington does not restrict his survey 
to the artificial frontiers of Empire— 
make a fascinating but highly discursive 
story. To compress the whole of it 
without sacrifice of colour and _illu- 
minating detail into one volume, how- 
ever long, demands careful selection 
and a high degree of compression. As 
it is Mr Carrington has included no 
account of English attempts at colonisa- 
tion in Ireland—an important omission 
as he frankly recognises—and he might 
with advantage have devoted a good deal 
more space to an appreciation of the 
general consequences of this unparalleled 
dispersal of a people over the face of the 

Without it the non-specialist 
reader for whom the book is primarily 
intended is not unlikely to get lost, albeit 
happily, among the trees. 


The form and content of Mr Carring- 
ton’s book is determined by his approach, 
which is that of the older school of 
political historians. The orderly nar- 
Tative of events is at once its aim and 
its Outstanding virtue. While the results 
of recent research are for the most part 
duly incorporated the outline conforms 
to the traditional pattern. The great, 
familiar events are recorded once again 
but always with a vivid appreciation of 
their significance. 

Nor are the men who made the 
Empire forgotten. Many names neg- 

_! more academic histories are 
here justly recalled, while the more 
are given a greater place than 
is generally fashionable in this dull, 

terminist age. Here we have again Sir 
Walter Raleigh, seen through the eyes 
of a contemporary ‘ a tall handsome bold 
Wout . . . he was damnable proud ’ ; 
aren Hastings who ‘never lacked 
Roman virtue and could forgo ambition 
pi the piety of Cincinnatus’ retiring 
the «he, last twenty years of his life to 
quiet peace of the Worcestershire 
nuntryside; Lord Durham leaving 
Quebec for the last time through 





Illustrated, 
42s. 


crowded streets in which in deep silence 
every hat was raised in the general grief 
at his departure; and Cecil Rhodes 
writing with boyish enthusiasm ‘ We 
are the first race in the world and the 
more of the world we inhabit, the better 
it is for the human race.’ 


Mr Carrington is too balanced to 
subscribe even to Rhodes’ exalted racial- 
ism. But he, too, unmistakably shares 
the prejudice, or the proper pride, which 
inspired it. For him the British people 
had a great mission thrust upon them 
and on the whole they discharged it 
faithfully and with a high sense of duty. 
His admiration in earlier times is for the 
younger son of parsonage and manor 
house, later for the adventurous middle 
classes who moved, and still move, 
around the Commonwealth as much at 
home in Capetown or Toronto or 
Auckland as in London. He is re- 
Strained in his criticisms of the darker 
side of the Empire’s story though he 
does not overlook it ; but he can hardly 
conceal his impatience with nationalists 
in South Africa, in India and in Ireland 
who preferred, if need be, to run their 
own show indifferently rather than to 
have the British continue to do it well 
for them. 


Mr Carrington recognises, not without 
nostalgic regret, that whatever the future 
may hold for the British peoples, their 
great period of expansion overseas would 
seem to have ended. For the post- 
Statute of Westminster Commonwealth 
—Ramsay Macdonald’s Statute of 
Westminster’ as in one place he oddly 
terms it—he has a flagging enthusiasm 
and perhaps it is not reasonable to expect 
the historian of the British people over- 
seas to rejoice in the successive transfor- 
mation of British Empire into British 
Commonwealth and then into a 
Commonwealth that is no longer pre- 
dominantly British at all. He has told 
his story with the warmth and the rich- 
ness it deserved. Its strange sequel is 
still unfolding though even now one can 
say with assurance that its character will 
be determined by something that is 
implicit in almost every page of Mr 
Carrington’s book—the essential unity of 
the English-speaking world. 


The Traveller’s Guide 
The Middle East. A Political and 


Economic Survey. Royal Institute of 
International Affairs. 496 pages. 355. 


Few parts of the world have been so 
widely “ written about ” as the Middle 
East, but never before has there appeared 
anything as complete and as exhaustive 
as this latest Chatham House publica- 
tion, which will clearly become the stan- 
dard work of reference on the whole or 
any of the many component parts of the 
Middle East for many years to come. 


Every student of the Middle East, all 
Serious-minded travellers, many diplo- 
mats and business people will find it a 
fount of information, objectively ap- 
proached, sedately written, and accurate. 
If it is not entirely up to date in all 
respects, such a venture would have been 
well-nigh unattainable in a book which 
has taken five years to compile. It is 
questionable whether anyone but a 
student requires quite so much historical 
detail, which he could obtain from more 
scholarly sources, but, on the other hand, 
if this is to be—as it obviously is—the 
one authoritative guide to the whole of 
the Middle East, means should be found 
of keeping it up to date, by the publica- 
tion, say, of half-yearly addenda. 


Most of the writers, (there are two 
notable exceptions) are the last survivors 
(in time, not in age) of the class of 
Englishman and Englishwoman which 
settled in the Arab countries during the 
19th century and eventually knew not 
only the history of his particular area, 
but often the full names of all the 
sheikhs and many of their more impor- 
tant lieutenants. But the sheikh’s 
importance is gradually receding, 
tribesmen are migrating to the towns 
and the beginnings of a new, and far 
less glamorous, middle class are to be 
seen. It is this class that will one day 
wield the power—but it is not a very 
interesting phenomenon and few writers 
seem to have studied it at all carefully. 


An effort to assess the essential nature 
and scope of the trades union movement 
in the Middle East, or at least to have 
compiled a list of the various groups 
and unions and indicated their affilia- 
tions, relations with the local Com- 
munist parties, etc. would have made a 
welcome addition. Information on this 
increasingly important subject is difficult, 
almost impossible to obtain. It has been 
studied and reported upon by the Labour 
section of the British Middle East office, 
but this information is considered the 
exclusive property, and presumably the 
exclusive . interest, of His Majesty’s 
Government. Thus the results of 
lengthy and painstaking research into 
social conditions in the Middle East are 
not available to those who most need 
the information—students, writers, and 
businessmen. 


This excellent work also tends to slide 
over “ growing female unrest ” which is 
in fact discernible in all Moslem coun- 
tries, not excluding Jordan and Saudi 
Arabia where the biatant tones of the 
radio owned by the local café or tribal 
leader penetrates the harem. In the 
cities the politically conscious women 
are generally turning left, and in the 
large universities of Cairo and Beirut, 
at least, Communism is rife amongst the 
girl students. 


Perhaps, however, the most serious 
omission is that of a study of the social 
reforms to which the Middle East 
governments are being driven by a few 
idealists backed by the universal fear 
of Communism. The rural social 
centres of Egypt are a beginning which 
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merit more attention than the two and a 
half lines given to them on page 172, 
for they might well be a prototype for 
similar centres in other Middle Eastern 
countries. o 

Finally, the reader is given no clear 
picture of the difficulties now experi- 
enced by the traveller in this area caused 
by postal and cable censorships, the 
endless red tape of visa and pass- 
port formalities, and the inordinate 
delays caused by a mixture of xenophobia 
and sheer inefficiency. Many of the 
restrictions were imposed during the 
fighting in Palestine, but a number of 
them seem to be becoming permanent 
additions to the amenities of Middle 
Eastern travel. These criticisms should 
not detract from the admiration one 
must feel for a monumental piece of 
work, nor from the utility it will have 
for anyone interested in the Middle 
East. 


Temps Retrouvée 


Last Essays. By G. M. Young. Hart 
Davis. 288 pages. 98. éd, 


Mr G. M. Young has come to occupy 
a very special place of his own in the 
firmament of English historians. His 
mame does not stand to important 
volumes of original research like Neale 
or Powicke or Clapham, nor like 
G. M. Trevelyan to great works of 
popular enlightenment. He is rather a 
researcher into the process and meaning 
of history, not following the path of 
Collingwood or Oakeshott in using the 
philosophical method to extract new 
meaning from history, but as an inquirer 
into the quality, the taste and sound of 
time past and its relation to time present. 
In his Portrait of an Age Mr Young 
pinned down, as no other book on no 
other period has so successfully done, 
that most elusive of butterflies, the 
atmosphere of Victorian England. Al- 
though he has never subsequently 
attempted a tour de force upon the same 
scale, his volumes of essays have shown 
him to be preoccupied with the same 
problem: how to get inside the skin of 
past ages, how to trace the thread of 
development which links the present day 
to the remote past, and how te apply the 
permanent lessons of English history as 
an index to the shape which the English 
society must or should assume in the 
future. 

Most of the essays in this volume are 
concerned with the same beneficent pre- 
occupation. “ Scott and the Historians ” 
traces the influence of Sir Walter in 
turning the paths of scholars from the 
arid highway of great events to homelier 
records, “ knowing that the object of 
history is nothing less than the setting 
forth of entire culture.” There is an 
admirable outline of the development of 
political institutions in his essay on 
“Government.” His own i 
ew of ei at work in “ The 
Origin of the West Saxon Kingdom ” 
where the reader finds himself trans- 
ported to Wilton in the 9th century as 
naturally but as completely as if he had 
taken a railway journey through time. 
"Yhere is a castigation of Basic ish, 
vad a sharp note to Ruskin for never 
Kiaving applied to England the powers of 


observation which he used abroad. 
There is also a review of Mr G. M. 
Trevelyan’s recent autobiography which 
is a model of all that an informative 
review should not be. 

The most important essay in the book 
is that called “ Continuity,” which is a 
powerful plea for a closer and more 
profound study of the history of ideas. 
“1 must assert,” he says, “that the 
historic view is not an amiable indulgence 
of human fancy, but a dominant and 
imperative necessity of thought.” The 
only basis for a federation of western 
Europe, the Atlantic community or any 
other association which demands an 
extension of individual sympathy and 
understanding, is a closer study of the 
origin of the ideas and actions of other 
people and peoples. Mr Young is a 
Victorian liberal-conservative who, be- 
cause he knows the strength of the roots 
of European culture, has greater con- 
fidence in the future than most of his 
contemporaries. It is fortunate that he 
is a writer of such vitality as to make it 
almost certain that the title of his 
volume, “Last Essays,” will prove 


misleading. 
Temps Perdu 


Manchester Made Them. By Katharine 
Chorley. Faber. 288 pages. 12s. 6d. 


* Sometimes it is only when you have 
lost some good that you begin to under- 
stand its quality.” For this reason Lady 
Chorley has described, with care, hon- 
esty, and much charm, the society in 
which she grew up, seeking to recapture 
for the record the qualities of middle- 
class life as it was practised by a certain 
group of prosperous and civilised Man- 
chester people in the early years of the 
century. She observes today “ the near 
collapse of English middle and pro- 
fessional class civilisation on its qualita- 
tive side.” Her concern is that some- 
thing should be preserved from the 
wreck of a lost art of living—or at the 
least that the character of the lost art 
should be perceived so that a changed 
society may salvage what it can adapt 
~ use under a changed set of social 

ws. 


Beneath the general purpose there is 
inevitably a personal motive, the impulse 
to disentangle the threads of memory. 
Sentiment no doubt has exercised its 
prerogative of selection and arrange- 
ment, deflecting analysis. The Edward- 
ian figures that pass across the hall into 
the dining-room are somewhat more 
than life size, as they might be seen 
from a child’s hiding-place over the 
stairs. Which elements in the serene 
picture are cold fact, which arise from 
the mellowness of recollection ? That 
the society she saw in her childhood was 
only one of a dozen aspects of the Man- 
chester society of the time Lady Chorley 
concedes; some of the other aspects 
were cruder and more cruel. The men 
and women she describes, leaders in 
affairs and the stand-bys of a score of 
distinguished untary institutions that 
have given i i 
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of their city. Much in their elaborate 


code of behaviour could be related 


directly tO a personal and 
security that their class has sin 
oe Bo When the 
codes may have 

to crumble. But when all is a. 
remains that in this commercial society 
a form of life did flourish that was 
ordered, civilised, and productive, and 
the writer’s plea that something Should 
yet be learnt from it is a just plea, 
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Tax Appraisal 


Taxes and Economic Incentives, p, 
Lewis H. Kimmel. Washington, D.C. 
The Brookings Institution, London: Faber 
and Faber, 217 pages. $2.50, 


In recent years British economists and 
politicians have devoted increasing atten- 
tion to the disincentive effects of high 
levels of taxation. It is not always 
realised, however, that the problem is by 
no means confined to this country. It 
has also emerged in the United States, 
where roughly one quarter of the 
national income is absorbed by federal, 
state and local taxation. 

This book is a study of the effects of 
the existing American tax system on 
economic incentives, designed to serve 
as a background for the revision of tax 
policy. The chief types of taxation 
employed are corporate income taxes, 
personal income taxes, property taxes, 
sales taxes, and payroll taxes. Mr 
Kimmel discusses the incidence of each, 
and analyses its effects on the incentives 
to start new businesses, to expand 
existing businesses, to invest money 
savings, and to work. The analysis of 
both incidence and _incentive-effects 
relies heavily on the results of a question- 
naire survey of one thousand manufac- 
turing corporations undertaken in June, 
1948. This evidence is not too reliable, 
since not all companies have the same 
tax problems and in 1948 few American 
businesses were greatly worried by the 
burden of taxation, but Mr Kimmel 
uses it with appropriate caution. 

The chief conclusion which emerges 
from the study, that “ the encroachment 

taxes on incentives is primarily an 
income-tax problem,” is not unexpected ; 
remedies, which 
relate largely to the elimination of double 
taxation of corporate income and the 
introduction of greater flexibility with 
respect to depreciation allowances and 
loss carryovers. The conclusions on 
incidence are more interesting, and in 
some respects contradict the conclusions 
on incentives. If it is true, for example, 


taxes damage incentives ? i 
On the whole, this is a disappomung 
book. Like other recent publications of 
the Brookings Institution, it contains 
some interesting ideas and many wae 
but no original or pe 
conclusions. "The limited scope a 
: . ressing: $ 
co ae ae of taxation on 
ic incentives should be conce 
with of taxes as well as the form 
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AMERICAN SURVEY 





Congress’s Contribution 


Washington, D.C. 


HE harshest judgment passed upon the Eighty-first 

Congress, now within sight of its end, came the other 
day from one of its members. “This Congress,” said 
Senator Humphrey, a Democrat, of Minnesota, “has done 
an awful lot to destroy the faith of the American people in 
representative government.” He was speaking, with con- 
siderable bitterness, during the Senate’s remarkable debate on 
the McCarran Bill, a document by coincidence eighty-one 
pages long, which exhibited the extremes to which those 
Senators who sponsored and supported it were prepared to 
go to “ control” Communism in a time of national neurosis. 
The Bill did not actually provide that certain radio per- 
formers who had once advertised Polish hams should be 
held suspect; but since a recommendation to that effect 
had already been made (according to Time magazine) by 
a group of unofficial witch hunters, this specific threat 
seemed to be in hand anyway. 


It was clear from the debate that the Senators had been 
receiving a great many letters from their home States, and 
that they had been left in no doubt that a large and 
articulate section of the voters who would be exercising the 
highest privilege of a free democracy on November 7th this 
year were now angrily demanding that the Communists in 
America should be slapped down hard. And it was easier 
and safer to obey this instruction than to explain that what 
was being demanded might compromise and could seriously 
imperil many of the liberties which make a free democracy 
worth protecting from Communism. 


That point was in Senator Humphrey’s mind too; but 
what he was complaining about particularly was the “cheap 
politics ” that had led to the use of the Eighty-first Congress 
a a libel-proof platform from which to confuse and frighten 
the electorate with charges, unsupported by any real evi- 
dence, of disloyalty among high officials of the executive 
branch of the Government. ‘“ The irresponsible, unfounded 
and foolish charges made in the second session of the Eighty- 
first Congress,” said Senator Humphrey, “have done more 
’ harm American government than (has) the Communist 

arty.” 

It may be that in calmer days to come Senator Humphrey 
will be shown to be right. Since the beginning of 1949, 
when it assembled in Washington, the Eighty-first Congress 
has passed many laws and refused or failed to pass many 

But it may be that its best-remembered contribution 
to American history will be the accusations which Senator 
McCarthy of Wisconsin and his imitators stirred into a 
devil’s brew of confusion and suspicion at a time when the 
Paramount national need was for sanity and unity. 


This was a Congress which came in with President 
Truman and showed on paper a comfortable Democratic 
Majority. Its predecessor, the Republican-dominated 
Eightieth Congress, had been denounced by the President 
as the “ second-worst ” Congress the United States ever had. 
(Mr Truman counted as the worst of all Congresses that 
Which in 1868 impeached President Andrew Johnson, one 

his personal heroes.) Much had been expected of the 


Senators and Congressmen who assembled on Capitol Hill 
in January, 1949, but it is going to be difficult, in retrospect, 
to argue that their legislative record can be easily dis- 
tinguished from that of the despised Eightieth. 

What Mr Truman and his friends mainly held against the 
“ second-worst” Congress was that it passed the Taft- 
Hartley Labour Act (to “control” the trade unions) and 
reduced taxes by $4.8 billion. Yet it also passed the Euro- 
pean Recovery Act, supported the President over aid to 
Greece and Turkey, extended the reciprocal trade agree- 
ments programme, revived conscription and voted a lot of 
money for rearmament. The complaint was that, although 
its heart turned out in the end to have been in the right place 
when massive measures of foreign policy were being decided, 
it maintained a reactionary indifference to the social reforms 
the President desired to see accomplished. 


* 


Even a bald summary of the legislative achievements of 
the Eighty-first Congress ought to sound very different. The 
perception that in fact it does not is now a matter for some 
rather gloomy comment in Washington. This Congress has 
done nearly all the President asked of it in the field of foreign 


Firms Engaged 
in Foreign Trade 


A connection with Central Hanover 
makes available to you knowledge 
gained by many years’ experience 


in international banking. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
(Incorporated with Limited Liability in U.S. A.) 
LONDON ... 7 Princes Street, E.C. 2 
NEW YORK .. . 70 Broadway 











Ch 
A 
2 
% 

id 
ta 
- 
% 
os 
feet, 
€ 


am 
ne 
Se 
* 
# 
uy 


Saat aie ge 
ae 


2 Sg AAT sh 
he edeacoee gaoe 





Tat iby ania 


int Rete cee 





sh 
58k. 








478 


policy, carrying on the Marshall Pian, agreeing to unpre- 
cedented foreign military aid, further extending the trade 
agreements programme, and providing immense sums for 
rearmament. The Senate has ratified the North Atlantic 
Treaty and the International Wheat Agreement. An unbeau- 
tiful Displaced Persons Act has become more presentable. 


But the two-year-old predictions that the new Congress 
would accept Mr Truman’s return to the White House as a 
mandate to forge ahead with the Fair Deal have been badly 
falsified. Social security has been extended to cover some 
millions of workers who were previously outside the scheme: 
beyond that there is little indeed of the handsome pro- 
gramme of social reforms, set before it by Mr Truman, which 
the Congress can claim to have translated from aspiration 
into action. The Taft-Hartley law, abolition of which was 
one of the Democrats’ most ringing election pledges, is still 
unrepealed. The health insurance plans of the President 
have never come within sight of enactment. Mr Truman’s 
civil rights proposals, which seemed once to hold out a 
promise of notable improvement in the prospects and status 
of Negroes, could not get past a filibuster by Southern 
Senators. The Brannan farm plan remained at the starting 
post ; neither the plans for “ middle income” housing nor 
the hopes of retaining watertight Federal rent controls 
finished the course ; and Federal aid to education has run 
into a complex traffic jam. 


In May, when the President was conducting his “ non- 
political” tour, the widely heard argument was that the 
failure of Congress to bring the Fair Deal to fruition—a 
failure due, as people could see, to the machinations of a 
reactionary coalition of Republicans and conservative 
Southern Democrats and their fellow-travellers—would once 
again provide the Democrats with a rip-roaring election issue. 
But all that was before the Korean war began. 


Nobody can now believe that the electorate is intensely 
interested in health insurance, or even that it cares as much 
as it did a few months ago about the repeal of the Taft- 
Hartley law. The members of the Eighty-first Congress 
who in the last few weeks have swiftly voted $16 billion 
for arms at home and abroad, have turned a tax-reduction 
Bill into a tax-increase Bill and have thrust upon the 
President powers (which he had not sought) to impose 
economic controls appropriate to wartime—they krow well 
enough what people are interested in. 


People are interested in whatever will help to win the 
Korean war, and they are prepared to be angry over 
anything or anyone that can be shown to be hindering that 
objective. The great virtue of the Eighty-first Congress 
is that it understood and, in its way, nourished and satisfied 
the new American determination to exercise international 
responsibilities such as no other Congress ever had to wrestle 
with or even to comprehend. 


American Notes 
Dropping the Jonah 


The replacement of Mr Louis Johnson by General 
Marshall as Secretary of Defence is a master-stroke on Mr 
Truman’s part. Mr Johnson had become so heavy a political 
liability that any change would have been welcome to most 
Democrats. But in General Marshall the Administration has 
a man whose record, both in peace and war, inspires confi- 
dence at home and abroad, and who is not implicated in the 
disillusionment over the American performance in Korea and 
its partisan exploitation. Moreover, General Marshall can 
be relied upon to work with, rather than against, the Secretary 
of State. The only bar to his appointment is the clause in 
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the Unification Act which provides that anyone who has 
seen active military service within the past ten years is 
ineligible for the post, and the fear that once the door js 
opened the military might usurp what should remain a Civilian 
office. In General Marshall’s case, and in a time of such 
tension, an exception is likely to be approved by Congress. 

Ever since the outbreak of the Korean war, Mr Johnson 
has shared the Republican fire that previously had been con- 
centrated upon the Secretary of State. He has been attacked 
for carrying out defence economies that weakened the effec. 
tive strength of the forces, and ridiculed for a boastfulness 
and complacency that misled the public. His strong-arm 
tactics were notorious and his lack of tact hardly less $0 ; 
he possessed none of Mr Truman’s engaging willingness to 
confess an error, which was demonstrated in the President's 
brush with the Marines. 


But it would be wrong to conclude that Mr Johnson has 
been sacrificed to propitiate the Republicans. No onc knows 
better than the President that, in enforcing economies upon 
the services, Mr Johnson was carrying out the President’s 
own instructions, though his open relish for the job was 
certainly unfortunate. Nor is it Mr Truman’s way to desert 
his friends in time of trouble, particularly when it is likely to 
give the Republicans something to crow about. Mr John- 
son’s real crime was that, at a time when it was vital for 
the Defence Department and the State Department to pull 
together, he was a focus for disaffection against Mr 
Acheson. The tug-of-war inside the Cabinet gave rise to 
uncertainties and the fear that foreign policy was being 
shaped in the Pentagon and in Tokyo rather than in the State 
Department. Moreover, if the columnists are to be believed, 
Mr Johnson was not above trying to deflect criticism from 
himself by secretly handing out ammunition to Mr Acheson’s 
critics. General Marshall, during and after his mussion to 
China, mapped out the policy which has since governed 
the Administration’s relationship with the Nationalist 
Government. When he was Secretary of State, he worked 
closely and harmoniously with Mr Acheson. General 
Marshall’s appointment should therefore end a potentially 
dangerous rift on foreign policy and strengthen Mr 
Acheson’s own position. 


x *® x 


Mobilisation Gathers Speed 


From President Truman’s recent broadcasts it appears 
that by next summer the defence programme will have 
doubled in size since the Korean invasion, both as regards 
men in service and money being spent on armaments. 
America’s mobilisation is getting up steam for a longer and 
faster journey than was expected two months ago, mainly 
because it is now realised that the international situation 
requires greater military strength in Europe as well as in 
Korea and at home. Once the train is travelling full speed 
ahead at the rate now scheduled, more powerful brakes than 
were originally planned will be needed to keep it on the 
rails. 


Even the President himself has tacitly admitted that the 
price and wage controls which he is so reluctant to apply 
will ultimately be unavoidable. He has ordered business- 
men to preserve their records for the month preceding the 
Korean outbreak, which will be the base period for such 
controls under the Defence Production Act. And he has 
set up an Economic Stabilisation Agency, with an adminis- 
trator, a director of price stabilisation and a wage stabilisation 
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board. To begin with, attempts will be made to hold prices 
and wages in line without compulsion ; if these attempts 
fail, selective controls will be tried next. The compromise 
finally agreed by Congress allows such controls to be put on 
individual products, but in each case price and wage controls 
must come hand in hand. It is doubtful whether this will 
turn out to be either practicable or effective and general 
controls may have to be used before they are really needed, 
unless the new Congress amends the legislation. 


Meanwhile, the post-Korean rise in the cost of living 
has been checked for the moment, but too late to prevent 
the second round of inflation, a rush of wage increases. No 
one in fact tried to prevent them. The Administration 
wants to keep its labour supporters happy until after the 
election, at least; employers dare not risk either the loss 
of the skilled men who are already becoming scarce or 
strikes at a time of overcrowded order books ; trade unions 
are hurrying to get into the most favourable possible posi- 
tion before wage controls begin. The famous General 
Motors’ contract, with its flexible cost of living clause, looks 
like such a position, in view of the President’s admission 
that wage increases are, and will be, excused if they are 
needed to cover the cost of living. 


Employees of the General Motors Corporation have 
already received an increase of five cents an hour since 
Korea under this escalator clause, and the Chrysler Corpora- 
tion has more than matched this by giving its work-people 
increases of from ten to fifteen cents an hour without being 
asked. The Ford Company, with its existing contract not 
due to expire until next year, nevertheless leapt to its 
traditional place at the head of the automobile wage scale 
with a new five-year contract combining the Chrysler 
increase, the General Motors’ escalator clause and the 
promise of an annual increment of four cents an hour. The 
bandwagon is rolling out of Detroit well ahead of wage 
control, and other unions and companies are climbing on to 
itas fast as they can. The steelworkers will have their chance 
in November, when their contract can be reopened, and Mr 
Lewis is not likely to allow his miners to be left behind. 


a x * 


Keeping on the Rails 


The President has lost no time in using the other powers 
given him under the Defence Production Act, the powers 
that he asked for. The terms on which instalment purchases 
can be made were at once controlled by the Federal Reserve 
Board ; these new regulations are not as strict as those during 
the war, but “no down payment and three years to pay ” is 
over for the time being. The very liberal terms of some 
hire purchase agreements had been causing concern even 
before Korea ; although the total volume of outstanding con- 
sumer credit was exceptionally high (and went up to over 
$20 billion in July as the result of the scare buying), it was not 
in itself unhealthy when related to the growth in population 
and in diapeaniole personal incomes. The FRB has also 
been given authority to restrict credit on new construction ; 
the Board has long been critical of the ease with which 
Mortgages have been obtainable. 


Such indirect curbs on civilian consumption, however, 
need to be supplemented for the present by direct controls 
if adequate materials and industrial facilities are to be avail- 
able for defence production, although eventually there may 
be enough for everyone as the result of industrial expansion. 

ther the necessary allocations and priorities should be 
established on a voluntary or a mandatory basis in the first 
instance is already being discussed with the industries con- 
rap by Mr William Harrison. He has a maar “0 
i of the International Telegraph and Telephone 
Cunpenpairting the new National Production Authority in 
the Department of Commerce which will be responsible for 
Most industrial controls, Other government agencies, such 
as the Departments of Agriculture and the Interior, have also 
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got some say in the matter and Mr Stuart Symington of the 
National Security Resources Board is to act as co-ordinator. 
If, as happened at the beginning of the last war, too many 
governmental cooks are found to be spoiling the mobilisa- 


tion broth, he will presumably be appointed head chef with 
full powers. 


Increased production and the prevention of inflation 
should enable the economy to achieve the defence pro- 
gramme without going off the rails, but the journey must be 
paid for. Congress recognises this as clearly as does the 
President and one of the unexpected results of the Korean 
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outbreak looks like being a reduced deficit, or even no 
deficit at all, at the end of the current fiscal year. The high 
level of business activity means that receipts are running 
above original estimates and the emergency increases in 
taxation will be bringing in additional revenue before the 
full effects of the rearmament programme are shown in 
government expenditure. Congress is pledged to a further 
instalment of tax increases, to include the excess profits tax 
which has so much political appeal that even the President 
is now ready to turn a blind eye to its economic defects, 


* x * 


Dewey ex Machina 


The Democratic machine in New York has only itself 
to thank for recalling Mr Dewey to active political life— 
a cause for acute private mortification, but a considerable 
public service. It was Mr Flynn, the astitte boss of the 
Bronx, who was credited with persuading “Ar Truman to 
swallow his pride and set the stage for a special mayoralty 
election in New York City by offering Mr O’Uwyer, the 
Mayor, the Ambassadorship to Mexico, as a handsome 
inducement to go away quickly. This plum normally would 
not have dropped into the mouth of a Democrat who had 
deserted Mr Truman in the dark days of 1948. But the 
Democratic strategists calculated that a mayoralty election 
this year would bring out the vote in New York City, which 
is overwhelmingly Democratic, and sweep the party’s 
candidate into the Governor’s mansion in Albany. It would 
also make it easier for Mr Lehman to retain his Senate seat. 
Control of these two vantage points would be of material 
aid in capturing New York’s vital electgral vote in the 
Presidential year of 1952. Mr Truman lost it last time. 


But the calculations of the machine backfired badly. 
Mr O’Dwyer took his exit line with all speed, but the 
Republicans have proved that in an emergency they can 
hear the call to duty as clearly as any Democrat. Mr Hanley, 
the politically ineffective Lieutenant-Governor, who on. 
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Mr Dewey’s retirement had hoped to come into his long- 
deferred reward, heard it and, after some soul-searching, 
announced his willingness once more to step aside. 
Mr Dewey heard it on his farm at Pawling; with no 
noticeable soul-searching at all, he decided that in the 
country’s crisis—and his party’s—he could not refuse to 
serve again. For his self-sacrifice, Mr Hanley has been 
awarded a consolation prize of doubtful value; he will run 
against the popular and experienced Senator Lehman. 


Meanwhile, the Democrats are hoist with their own petard. 
The Democratic vote in New York City will have to be heavy 
indeed to wipe out the lead Mr Dewey has shown he can 
pile up “ upstate”—that is, in the rural areas. Nor have 
the Democrats, bedevilled by the necessity, real or imagined, 
of placating the labour vote, the Italians, the Irish Catholics, 
the Jews, and the local pride of the New York boroughs, 
found a champion worthy of Mr Dewey’s metal. Repre- 
sentative Lynch, from the Bronx, is a Fair Deal regular, 
which is important to a machine that had its first choice 
vetoed, with embarrassing publicity, by the New York 
Congress of Industrial Organisations. But he is almost 
unknown and has little time to remedy this fault. Worse 
still, in the New York City election for Mayor, the 
Democratic vote will be split by a disgruntled independent, 
and a Negro candidate put up by the Communist-dominated 
American Labour Party. 


The Democrats have chosen as their chief target the 
bankers who, they allege, control the Republican party, and 
who, it is said, finally persuaded Mr Dewey to run. Mr 
Dewey has already trained his guns on the record of the 
Administration in foreign policy and defence, though from 
a platform considerably more elevated than that favoured by 
the Wherrys of his party. Already there is speculation 
whether the choice of such issues, following his return to 
politics, means he will have a third try at the Presidency in 
1952, and whether the Old Guard would permit it. 


THE ECONOMIST, September 16, 1959 


Shorter Notes 


Congress is now looking favourably on the universal 
military training which the President has long advocated 
but this change of heart comes too late. Today both military 
camps and training personnel are otherwise occupied and 
there is no immediate urgency about a Bill which would 
require all youths to undergo six months’ military training, 
Most of them will now have to do active service for far 
longer. The Senate has therefore reluctantly agreed to the 
President’s suggestion that action on stand-by UMT legis- 
lation should be postponed until the next session. 


* 


General Bedell Smith, a former Ambassador to Russia. 
has very suitably become head of the Central Intelligence 
Agency, which co-ordinates all military, diplomatic and 
foreign intelligence activities. He succeeds Admiral Hiilen- 
koetter, who was anxious to get back to sea even before his 
agency’s failure to warn Congress of the imminence of the 
Korean invasion brought a hornet’s nest of criticism down 
upon his head. 


* 


When the Federal Government builds and staffs army 
camps and government factories, local schools have more 
pupils and less revenue than before, since state taxes are 
not paid on Federal property. In order to meet this difficulty, 
Congress is about to authorise Federal grants for the con- 
struction, maintenance and operation of schools in such areas. 


x 


In the last fifty years, America’s automobile factories have 
produced over 108 million vehicles and there are now about 
45 million actually registered. There are nearly 60 million 
registered drivers in the country and one out of seven 
employed persons is occupied in road transport. 
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THE WORLD OVERSEAS 





Strasbourg in Retrospect 


(By Our Special Correspondent) 


HE aim of the Council of Europe is to achieve a greater 

unity between its members for the purpose of safe- 
guarding and realising the ideals and principles which are 
their common heritage and facilitating their economic and 
social progress. 


This aim shall be pursued through the organs of the 
Council by discussion of questions of common concern and 
by agreements and common action in economic, social, 
cultural, scientific, legal and administrative matters and in 
the maintenance and further realisation of human rights 
and fundamental freedoms. 


Matters relating to National Defence do not fall within the 
scope of the Council of Europe. 


So runs the Statute of the Council of Europe signed in 
May, 1949, in London by the ten then participating powers. 
Two questions arise in the infinitely more dangerous world of 
the autumn, 1950. Is the aim of the Council, “the greater 
unity between its members,” being achieved by it at all ? Is 
“greater unity” being achieved fast enough by all available 
means, including the Council ? It is important to separate 
these questions. For to assert that European unification is 
happening too slowly is not or should not be to condemn 
the Council of Europe. It may well be that the Council, 
while having little practical or institutional bearing on the 
achievement of indispensable short-term concrete results in 
economics and defence, is nevertheless absolutely necessary 
as a focus of enthusiasm and intellectual magnet to the 
achievement of these results. In other words, the “ greater 
unity” of conscience and attitude, which is now growing 
within the Council and which develops at its own speed, 
contributes decisively to the “ greater unity ” of action which 
must, inside or outside the Council of Europe, be attained 
at all costs here and now. 


European Atmosphere Created 


There is no doubt at all that the Council of Europe is 
achieving a greater European unity. Last year its machinery 
had a trial run. There was a healthy airing of international 
and inter-party differences. and—largely because of the 
presence of Mr Churchill, the chairmanship of M. Spaak and 
the verve of the French delegates—a European atmosphere 
was created in Strasbourg. Following the work of the com- 
mittees during the winter, the 1950 session has maintained 


ee mnaptee and produced certain definite intellectual 
results, 


This year two main and connected engagements have been 
fought within the Consultative Assembly: that between the 
opponents of the Committee of Ministers and its control over 
the Assembly and the supporters (avowed or unavowed) of 
ministerial control, and that between the European federalists 
and the “functional a ” or inter-governmentalists. 


The chief success of the 1950 session has been the emergence 
of a real measure. of agreement, or at least of mutual respect 
ter an intensive breaking-down of these issues. 


As to the attribution of “ limited but real powers ” to the 
at present purely consultative Assembly, the Assembly has 
Passed a resolution, which requests the General Affairs Com- 


mittee to submit a plan for the reform of the Statute itself 
before the next session of the Assembly, which is to be held 
before the end of the preseat year. Another constitutional 
resolution (passed by an overwhelming majority) required 
that the major resolutions of the Strasbourg Assembly should 
be presented to national parliaments, whereupon those M.P.s 
who had voted for them at Strasbourg should again do so in 
their own capitals. As to the first resolution, the Ministers 
will, when the draft reform emerges, presumably be asked to 
approve a new voting system, such as the weighted system 
proposed by M. Spaak, which would weaken their collective 
veto over the Assembly. These moves might succeed in 
giving a greater initiative to the Assembly, and thus an 


impetus towards its becoming eventually a European 
legislature. 


The quarrel between federalism and functionalism had 
an interesting and important dénouement. Early in the 
session the British (with the exception of Mr Mackay) and 
the Scandinavians had declared the impossibility of a Euro- 
pean Federation Now. The arguments against Federation 
Now, which were advanced notably by Dr Dalton, were that 
federation was definitely unwanted by the British Empire 
and Scandinavia and unnecessary in view of the successes 
of inter-governmentalism—witness the European Payments 
Union created by the OEEC. Dr Dalton’s message to all 
Federalists was: “ Good luck, get on with it, and keep off ”! 
Any insistence upon Federalism within the Council of Europe 
would, he said, wreck it. M. André Philip, accepting 
Dr Dalton’s farewell, sought finally to create a federation 
of all willing Strasbourg nations. M. Philip, supported by 
M. Reynaud, envisaged, it seemed, the extension of the 
limited pooling of sovereignty already contracted by the six 
signatories of the Schuman declaration both to other powers 
and to other nations. But this thesis (the “functional- 
federal” approach, which MM. Schuman and Monnet 
distinguish both from Inter-governmentalism and Federalism 
Now) did not prevail. This was perhaps the most important 
outcome of the 1950 session, since it assured both the con- 
tinuation of the Council and Britain’s continued participation 
in it. 

M. Guy Mollet, fellow Socialist of M. Philip and French 
Minister of European Affairs, flatly refused to accept the 
idea of a truncated federal Europe. Unlike Dr Dalton, he 
regarded a partial federation without Britain both as imprac- 
tical and as the end of the Council of Europe. The French 
Parliament, he said, would never accept it (M. Philip had, 
indeed in a moment of heat, claimed general agreement 
“or else we will make Europe elsewhere”). M. Spaak 
agreed with M. Mollet, stating in a final press conference 
that Europe could not be further mutilated by the exciusion 
of Great Britain or of any other part of it. M. Spaak’s 
own position (he has been the life and soul of the 1950 
session) has become increasingly clear. The most active 
opponent of the Committee of Ministers as at present con- 
stituted, he nevertheless rejects outright any schism within 
the Council’s present membership upon this issue. The 
roof of Strasbourg must be kept over all European activities 
and beneath it all initiatives might continue towards the 
establishment of “specialised institutions in political, 
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economic, social, legai and cultural fields.” (To this end 
the Assembly has passed a resolution asking the Ministers 
to allow the attachment to the Council of Europe of 
“ functional-federal” schemes adopted by fewer than all 
its members. M. Bonnefous, Chairman of the Foreign Affairs 
Committee of the French Parliament, has already proposed 
the unification of European transport, a piece of federalism 
in which Britain can hardly be expected to participate!) 
M. Spaak has, in fact, stated the view that, while European 
unification is progressing with dangerous slowness (he at 
once spoke in favour of Mr Churchill’s resolution that a 
European army should be created forthwith) the Council of 
Europe is none the less playing its part as well as could 
have been expected. ‘No one,” concluded M. Spaak, 
“ could seriously expect that the unification or federation of 
Europe could be realised during the month of August, 
1950. Even if it had been possible to work out a federal 
constitution for the nations of Europe, that fact would not 
in any way have prevented the Russians, if such had been 
their intention, from launching their tank columns against 
western Europe.” 


It was in this mood of relative reasonableness that the 


Assembly was adjourned. What can be hoped of the next 
period of the Council’s life ? There are, of course, 2 number 


- of technical items which have already appeared on the agenda 


of the Committee of Ministers such as the formulation of a 
multilateral convention on the reciprocal treatment of 
nationals of the member states, relief from double taxation 
and the alignment of social security schemes. But these 
matters are rather remote from the public imagination. So, 
also, is the subject of Human Rights which has for free 
Europe a somewhat negative tinge. On the other hand a 
definite symbolic value would attach to small achievements 
such as the production of a European postage stamp or a 
European passport. It would also be supremely worth while 
to hold a youth rally at Strasbourg during the next year’s 
session of the Council, as was proposed by Mr Duncan 
Sandys and other delegates. It is of the greatest importance 
that youth, and in particular German youth, should be 
effectively associated with the Council of Europe. Anyone 
who has visited the Franco-German university in the Saar 
will be aware of the new spirit growing among continental 
youth, a sentiment which is far removed from ideology, 
national or Communist. 


Czech Housekeeping 


[BY A CORRESPONDENT RECENTLY IN CZECHOSLOVAKIA] 


To the not over curious visitor Prague still maintains a 
certain amount of its pre-1948 atmosphere. Physically, it is 
still a provincial city of the old Austrian Empire, suddenly 
promoted to become the capital of a new republic without 
having really got over the shock. The old palaces on the 
left bank of the Vitava are still being used by government 
departments and foreign diplomatic missions ; the trams 
still clang slowly along in tandem through streets hopelessly 
narrow and winding for modern traffic. The Wenceslaus 
Square is still lined by a hodge-podge of conflicting archi- 
tectures and the good King himself continues to ride his 
horse valiantly at the top of the Square protecting the mass 
of the Museum behind him from all comers. 


But this is only the facade of the great economic and 
social changes which have taken place during the past two 
years. To the onlooker the most noticeable change is in 
retail distribution. After the coup of February, 1948, the 
wholesale trade was nationalised, because, it was alleged at 
the time, wholesalers were deliberately withholding goods 
from the shops in order to sell them later at scarcity prices. 
It was for these same political allegations, rather than for 
any real economic reasons, that more recently nationalisation 
has been extended to retail trade, not only shops, but also 
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restaurants, public houses, undertakers and the like, with 
only the very smallest units being excluded for the time 
being. : 

All socialised concerns are classed either under ihe heading 
narodny podnik (national enterprise) or komunalny podnik 
(communal enterprise), the former being centrally and the 
latter locally controlled. Shops come under the control of 
the various state or communal trading concerns specialising 
in different commodities—thus groceries come under Masng 
general provisions under Pramen, electrical goods under 
Elektra, and so on. The only sector of the economy stil! 
remaining in private hands is that comprising professiona! 
services, and something less than § per cent of the working 
population is now employed by private employers. r 


Combined with this socialisation there has been a paralle! 
emergence of the Communist Party (CSK) as the most 
powerful political force in the country, the other parties 
giving no more than a semblance of democratic opposition. 
Though every branch of the CSK and the Czechoslovak- 
Soviet Friendship Society exhibits on their walls constantly 
changing sets of photos depicting the wonders of the Soviet 
Union, the local citizens seem to find little time to stop and 
look at them. This is not to be wondered at, since both 
factory and office workers have a §4 day-48 hour week, 
beginning at 7.30 am. In addition they are expected to 
put in about 10 hours shock-work a month, plus several 
more hours at Party or Union meetings. The salaries earned 
monthly vary tremendously, shockworkers, especially miners, 
earning up to Kcs. 10,000.* The top scale for office workers 
is about half this rate, and Kcs. 4,000-5,000 can be con- 
sidered as average. From these wages are deducted at source 
not only income tax (which is fairly low), but also union 
dues and national insurance, the latter being apparently 
somewhat higher than that paid in this country, though 
varying with the salary paid. A married worker with two 
dependent children has about Kes. 700 deducted from a 
salary of Kcs. 5,000. 


High “Free” Prices 

Direct income tax is low, but any inflationary pressure 
from shockwork earnings is absorbed by the high free 
market prices, indirect taxes and rail fares. The illegal black 
market has been replaced by an official “free market” in 
much the same manner as the two-price system in Poland 
which lasted until the ending of rationing there two years 
ago. The amount of food on coupons is being gradually 
reduced, bread and flour products being the main items 
removed recently. At present, the rationed foods comprise 
all kinds of meat (raw and cooked), fats and sugar (but not 
confectionery); these and all other foods are sold “ free” at 
very high prices, which in practice are little effected by the 
much publicised reductions of last June. Free sugar, for 
example, was reduced from Kes. 160 to Kes. 140 a kilo, 
ten times the rationed price. “Free” meals can also be 
bought in restaurants by paying extra Kes. 6 for every 
50 grams of meat in the meal (the normal ration is 100-150 

ms) ; this affects the cheaper working class restaurants 
ar more than the large hotels. It is such high “free 
prices not only of foodstuffs, but also of textiles, footwear, 
furniture, and so on, which accounts for much of the pro- 
fusion of goods in the shops. One ironical feature of the 
system, which contains more than a hint of dumping, is that 
the Czech chocolate which sells in Britain at 11d. a block 
(about Kes. 7 at the current rate of exchange) sells for 
Kes. §0 on the free market. 


Since official figures are lacking, it is difficult to get a0 
accurate picture of the real s d of living in Czecho- 


yakia. Some indications are given, however, by the 
United States Department of Labour estimates of the work 
time required to buy food in various countries. From these 

* The exchange rate of Kcs.140 : £1 is so artificial as to render 
translation into sterling values misleading. 
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even when they natter 


When we are about to advertise a product that appeals 
to women, we prefer to hear what women think about it 
before we burst into print. 


We go about it in the practical way. We appoint a panel—of 
teen-agers if it’s a teen-age product ; mothers and mothers-to-be if 
it’s a baby product and so on. They start by discussing activities 
related to the product rather than the product itself, but what comes 
out of their talk is vital stuff from our point of view—likes and 
dislikes, spontaneous criticism, suggestions and ideas and 
comparisons with competitive products. 


It is intended merely to provide us with an indication of possible 
pitfalls and of issues that should be explored more thoroughly. 
Sometimes it serves only to confirm what we know already, but 
occasionally it reveals an unexpected need for deeper 
forms of market research. 
Always it gives us and our clients a better understanding of the 
people who buy the product and that in itself is an encouraging 
factor towards successful advertising. 


We have set down more about ourselves and our services 
in a booklet entitled “‘ Choosing An Advertising Agency.” 
Let us send you a copy. 


F. C. PRITCHARD, WOOD 
AND PARTNERS LIMITED 


Advertising and Public Relations 


25 Savile Row, London, W.1 
Telephone: Regent 7080 
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it seems that the hourly average earnings in Czechoslovakia 
at the end of 1948 only bought two thirds of the amount 
of food they bought in Britain, and this at rationed prices 
only. Though the figures have since changed, it seems 
reasonable to assume that the relationship is little different. 


Against the mundane background of wages, prices and 
hours of work must be set the various campaigns of a more 
political nature, which, though apparently separate, are not 
altogether unconnected. There is the constant campaign to 
recruit more labour, especially for the mines. The appeals 
are for both men and women and it is said that in some 
industrial centres the shortage is so acute that a statute of 
1945 is being invoked to conscript labour of both sexes. 
Linked with appeals for more labour are those for increased 
production and productivity from the existing labour force. 
A far more political campaign, linked with the potato 
shortage (reflected in the high price of Kes. 5 per kilo) is 
the propaganda everywhere directed at “the American 
weapon against the people’s food,” the Colorado beetles 
allegedly dropped by US planes in western Bohemia, an area 
infested with the beetle. Another “ hate” weapon against 
the Americans is, of course, “ the brutal American aggression 
in Korea.” There is also the Stockholm Peace Appeal, in 
connection with which a meeting was recently held in Prague 
of the Postal Department of the World Federation of Trade 
Unions, a meeting which has not received the attention from 
the west which it deserves. The Czech chairman, Jaroslav 
Kolar, speaking of the meeting’s support for the Appeal, 
declared that it will seek means for post office and radio 
employees of the whole world “ systematically and emphatic- 
ally to express their genuine desire for peace by refusing to 
convey over the telegraph, telephone and radio all the lying 
and criminal reports and slanders spread by capitalist radio 
stations against the world camp of the defenders of peace.” 
This may be perhaps one of the most significant actions to 
come from Prague, where the Soviet flag everywhere 
flies side by side with the red, white and blue of the formerly 
independent Republic of Czechoslovakia. 


Marxist Shanghai—I 


[BY A CORRESPONDENT RECENTLY IN CHINA] 


AFTER a night filled with clatter, Shanghai woke to find itself 
liberated. Uniform of a slightly different shade was the first 
thing to distinguish the newcomers lying sweating in orderly 
rows on the pavements. “ Pea-green incorruptibles ” said a 
Chinese wit a few weeks later, and incorruptibility no one 
could deny when even the proffered cup of tea was refused 
because the army could take no gifts from the civilian popu- 
lation. The radio station had fallen early in the morning, 
but a scratch programme was already on the air. An under- 
rehearsed chorus, an overworked piano, an eager leader: 
“ Now let’s try that just once more ; one, two, three, 

The East is red, the sun is rising 

China has produced a Mao Tse-tung. . . .” 


and so it continued for weeks and months afterwards. In the 
newspapers, on the radio, in the streets, in the schools ; at 
public meetings and mass demonstrations ; everywhere the 
song and the dance seemed the first and remained the most 
lasting symbol of Communist leadership. 

It was more difficult than usual for a foreign observer to 
. perceive the Chinese reaction to this incursion. For once 
Shanghai had found something within its own borders to 
stimulate its interest and perhaps even to inspire it ; for once 
the foreigner and the glamour that still clung to him could 
_ be ignored. Backs were turned watching the interesting new 

spectacle, and the best one could do was to walk round on 
the outside and listen to the comments. After a es pend 
of expectancy a mystique had certainly been built up. 
“Today I saw some, real ones,” said one Chinese to another ; 
or, again, “have you met any yet?” Few had, it seemed, 
although speeches were made and delegate meetings held. 
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Gradually news began to circulate of fellow-students at over- 
seas universities who, returning to China, had thrown in their 
lot with the Communists ; now, after years in the hinterland 
they had returned to the metropolis democratically clad in 
a (in spite of the doctor’s degrees) and were 
everishly administering in back rooms. But it was not 
long before a new phase had taken for the educated 
classes the place of the singing and dancing which 
animated the “ broad masses.” If the party workers lived 
a closed life their doctrines were soon in circulation. Kao 
tung is not easily translated ; it conveys the sense of shaking 
up, of taking to pieces and thus by implication of reordering, 
of reintegrating one’s thoughts. Coined in Shanghai and 
thus endowing Chinese with a new character, it was the key 
phrase of the mental struggle. One heard it daily. Reports of 
individuals followed. It was said of one that he was com- 
pletely kao t’ung and had offered his services (and overseas 
training) to the party, another was on the brink, a third, 
quick to come to terms with the new doctrine, was wrestling 
with difficulties. He was doing his best to kao t’ung them. 
Never did one hear of hostility or even indifference springing 
from a mind already settled, from an existing or compre- 
hensive doctrine. Everyone, it seemed, naturally accepted 
that one had to come to grips with the “ new thoughts.” 


Crusade of Ideas 


Turning away from the difficulties of assessing Chinese 
opinion, what could the eye record in changing Shanghai ? 
There were the demonstrations of course. Banners, flags, 
slogans, fireworks, the traditional and popular animated 
dragons, encouraged with singing and interrupted with 
dancing for the young, the old, the workers, the petty 
bourgeoisie or the national bourgeoisie. ‘“‘ The Union branch 
at Messrs Blank had to order thirty people to turn out, they 
couldn’t get any volunteers,” it was reported, or, on the other 
hand, “It was i —pouring rain but such a 
wonderful spirit—the enthusiasm!—and we didn’t get back 
until three in the morning—everyone loved it.” Both, one 
felt, were quite true. A demonstration, in any case, is not 
the most reliable guide to public opinion. What seemed 
more reliable and hardly less ubiquitous were the bookshops. 
As the decline in luxury spending, the blockade and to some 
extent Communist policy brought a decline to the shops of 
Shanghai the bookshops by contrast expanded and multiplied. 
They were invariably crowded with the young. Here, one 
felt, was the power of ideas most plainly illustrated. The 
section labelled political philosophy was usually the most 
prominent and, of course, exclusively Marxist, but looking 
at the section marked “ novels in translation” one saw that 
the home of the new political philosophy was also in the lead. 
It is a predominance only partly explained by political sym- 

thies. “How can you expect the Chinese to understand 

ane Austen or Thackeray,” remarked a Chinese friend, 
“whereas the background of the Russian nineteenth-century 
novel is something familiar to all of us.” 


Other observers have written of the new standards of 
honesty and efficiency which the Communist-led armies and 
administration have brought to the new China. But no 
impression could be more deep or more lasting than that of 
the immense evangelical force of the movement. As one sees 
it in Shanghai it is a pill presented with a little coating of jam. 
The attack is insistent, for new hearts go hand in hand with 
new thoughts and in this process of regeneration “ self- 
criticism” plays so large a part and seems to be having s0 
considerable an effect that i: deserves at least closer attention 
than the slightly sneering tone in which it is often dismissed 
in the western press. Above all, is this true of a country with 
none of the organisations, religious or semi-religious, in which 
such processes may find a traditional expression? The 
harassed foreigner reading the wall t while waiting 


in the corridors of the police station for his personal letters 
and photographs to be inspected (before taking them out of 
the country) may indeed smile at the revelations of a police 
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man who was “ unable to get to sleep until four or five in 
morning ” through anxiety lest his “ self-criticism” had bee 

« inadequate,” but he will none the less agree that he has 
much better chance nowadays of recovering his stolen 
property when before his only hope was bribery. And it is 
not a new police force though it may be under new direction. 
After the experiences of Kuomintang rule the earnest puritan 
atmosphere seemed welcome to the foreigner no less than to 
the Chinese, though one might well fear the results of such an 
atmosphere allied to a rigid doctrine. One is glad to be able 
to record that the Chinese sense of humour, that most endear- 
ing of their traits, seems to persist. At a performance of the 
traditional Peking opera, the story concerned a long lost son 
who had unwittingly stolen his father’s much prized horse. 
In the happy reunion of the last act the son does obeisance to 
the horse. “ How very feudal” interpolated the father with 
a wink at the audience which roared with delight at this 
reference to one of the four deadly sins of the new dispensa- 
tion. At a modern communist-inspired play, on the other 
hand, the foreman of the cotton mill having treated his 
workers in the wrong manner and aroused their hostility pro- 
claims his errors and his salvation in the final scene with the 
cry “How faulty are my bureaucratic thoughts!” a c 
echoed by cheers from many of the audience—another i 
one felt, had been saved for the cause. Does one see a contrast 
in this ?. Was the audience at one theatre very different from 
that at the other ? I doubt it. It would not be impossible to 
imagine the same audience reacting similarly to each play. 


Rumours of Chiang’s Return 


The modern theatre and the film, as one might expect, have 
both become largely propagandist. They had long had links 
with the left but the Communist wish to maintain and develop 
the traditional popular art of the Peking opera has been aided 
by the proclaimed adherence to the new regime of such well- 
known protagonists as Mei Lan-fang and Ch’eng Yen-ch’iu. 
“The Song of the Red Flag,” mentioned above, is a play 
dealing with a cotton mill. It is aimed particularly at the 
Shanghai proletariat who are by no means the most easily won 
to the cause. “ They are contaminated by capitalist thinking, 
it will take time,” one union official remarked. One should 
mention and in doing so risk the generalisation, that the 
mystique of Communism was more commonly found in the 
middle classes. Amongst the unorganised workers Chiang 
Kai-shek remained, for some months after the fall of Shang- 
hai, an omnipotent figure. “He will be coming back in Sep- 
tember ” said one rumour basing itself on confident leaflets 
scattered by aircraft from Formosa. Such rumours continued 
throughout the autumn of 1949 though the prophecies re- 
mained unfulfilled. By December the new doctrines had 
begun to seep into the whole population and many of the 
early fears had been dispelled, but it was the intensified 
bombing by the Kuomintang in the New Year which finally 
destroyed any doubts. It did more. In the press these raids 
were represented as being quite as much the work of the 
“ American imperialists” as that of the “ reactionary, rem- 
nant lackeys ” of Taiwan, and while the raids drove out any 
faith in Chiang which might remain amongst the less 
educated they no less effectively drove out any faith in 
America in quarters where it was still harboured. 


There was certainly every encouragement to the doubters 
and the hesitant. Questions were answered on the radio each 
night, on the back pages of the newspapers and in numerous 
weekly periodicals. Hitherto disagreement seems to have 
been treated sympathetically and with patience ; light, it 
seems to be suggested, can be brought to even the darkest 
heart in time. estions on relations with Russia are asked 
and answered though one suspects not always to the satisfac- 
tion of the questioner or even to the answerer. One thing at 
least seems clear in the midst of all this propagation of a new 
faith—the New Democracy is confidently propounded and 
by now confidently accepted as a Chinese answer to China’s 
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ENGINEERING 


Simon exports contribute to the world 
prestige of British engineering. For ex- 
ample, Simon-Carves coke ovens are used 
by India’s largest iron and steel firms, Two 


new Australian power stations will have 





Simon-Carves boilers, Simon Handling 
Engineers have equipped all four of the 
Argentine Government’s new port gran- 
aries and are now equipping the fifth, 
Simon machinery is found in many of 


the world’s finest flour mills, and Simon 


soap machinery has won praise in Canada 
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THE BUSINESS WORLD 





Business Notes 


Bank and Fund Meetings 


The fifth annual meetings of Governors of the Inter- 
national Monetary Fund and International Bank in Paris 
last week brought together the customary galaxy of financial 
eminence. There were many matters for discussion, though 
the weightiest of them did not appear on the agendas of 
the meetings. Of overriding importance is the new trend 
in world economic affairs set in motion by Korea and its 
aftermath of intensive rearmament. M. Gutt, chairman of 
the Fund’s executive board, did not flinch from dealing with 
the subject, though it was inevitably absent from the report 
of the Fund, covering operations for the financial year to 
April 30, 1950. M. Gutt spoke of the need to minimise the 
risk of inflation, but he was careful to point out that “ it 
would be criminal to suggest that the peace-loving nations 
should reduce their defence programmes because of the 
danger of inflation.” His prescription for the situation is 
one that deserves—but may not get—general approbation. 
It is: “increased taxation, investment and credit restricted 
to essential purposes, Government and private expenditure 
reduced in accordance with an inflexible schedule of urgency 
and necessity.” M. Gutt described this as a “hard pro- 
gramme ” and appeared to have little confidence that inflation 
could be altogether avoided. The extent to which the dose 
can be administered to the countries represented at the Paris 
meeting should surely have provided the substance of this 
year’s discussions behind closed doors. 


Two topics falling more specifically within the Fund’s 
agenda have caught the limelight and the headlines. They 
are the parity of the Pakistan rupee and the currency price 
of gold. No decision on the Pakistan parity had been 
announced by the time this issue of The Economist went to 
press, but it is difficult to believe that the Fund could give 
its approval to the present disparity between the Indian and 
Pakistan parities. It can hardly extend its benediction to 
both. Mr Havenga, of South Africa, returned to che charge, 
begun last year, for a “ more realistic ” price of gold. He 
was again voted down, though he received some guarded 
approval from representatives of European countries such 
as Belgium and France, where free markets for gold flourish. 
The main resistance was again provided by the United States, 
where the authorities are unlikely to accept a proposal for 
increasing the price of gold at a time when their main 
concern is to curb the forces making for inflation. 


* x x 


Exchange Freedom 


The annual report submitted to the Governors of the 
International Monetary Fund is chiefly remarkable for its 
analysis of the factors responsible for the widespread devalu- 
ations of September, 1949. It marshals its explanation in 
a far-ranging retrospect of the deterioration of the* non- 
dollar currencies against the dollar. It dismisses the 
American recession of 1948-49 as a relatively unimportant 
factor in the events of September, 1949. In its explana- 
tion of why the dollar problem should have been focused 
on Europe it emphasises, first, that much European trade 
with non-dollar countries has to be settled in dollars, and, 
secondly, that Europe had to meet the impact of the dollar 
needs and disequilibrium of the large areas for which Euro- 
pean countries act as bankers. 


All these questions, however, are small beer compared 
with the issues that were in the offing when the previous 
meeting of Governors took place a year ago in Washington. 
If the latest meeting of the Fund and Bank can offer a 
challenge to its predecessor in point of general interest it 
is in the discussion of freedom of exchange transactions 
and more particularly of discrimination against the dollar. 
Many voices in Paris urged that the justification for any 
discriminatory application of exchange control has now 
disappeared. The one voice raised in opposition to the early 
removal of controls is said to have been that of Britain— 
though some of the delegates who remained silent were 
unquestionably on Britain’s side. The main issue before the 
IMF is no longer the disparity of price and cost structures 
or the consequent artificiality of exchange rates ; it is whether 
most of the members should continue to seek the protection 
of those transitional provisions of the IMF agreement that 
allow them for a time to maintain restrictions on their 
current payments with other members. That debate has only 
just begun. 

The affairs of the International Bank have, as usual, proved 
decidedly less charged with polemics and politics. The 
report of the Bank surveyed a year of modest activity, with 
loans totalling $166,345,000. A long passage of the report 
is devoted to explaining why the Bank has set such high 
standards of security for lending operations. The cost of 
the Bank’s loans is to be somewhat reduced in future as 
a result of concessions in the interest charged during the 
period intervening between the conclusion of a loan agree- 
ment and the time at which the funds are actually paid out. 


* * * 


New Aircraft for Defence 


The exhibition of the Society of British Aircraft Con- 
structors at Farnborough showed that the past year’s 
developments have added new categories to the modern 
aircraft available for the services—which are still equipped 
in many branches with machines dating from the last war. 
The development of jet night fighters by de Havilland and 
Armstrong Whitworth, of a ground attack version of the 
Meteor by Gloster Aircraft and of a number of specialised 
naval anti-submarine aircraft by Hawker, Blackburn, 
Westland, Short, and Fairey are cases in point. At least 
one heavy jet bomber was expected to fly this summer, but 
none has yet appeared. 

The sharp increase in the power of the standard engines 
in production was demonstrated in the flying display, par- 
ticularly in the rate of climb of some of the aircraft. Less 
easy to demonstrate was the power to be expected from such 
new engine designs as the big Rolls-Royce Tay, the Bristol 
Proteus and the most 1 jet of all, the Sapphire, 
which was started by politan Vickers and completed 
by Armstrong Siddeley; each of these was fitted in an 
aircraft used as a “ flying test-bed ” only, since the airframes 
for which the engines are planned are not yet complete. 

The appearance of a small rocket motor for aircraft, the 
joint work of the Ministry of Supply and Fairey Aviation, 
suggests what the industry’s next line of development will 
be. The specially designed airframe in which the rockc' 


has been flying was not exhibited. It would have be 
interesting to compare its performance with that of Vickers 
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Armstrongs’ Supermarine §35, the fastest machine at the 
show. The Hawker Siddeley Group has interested itself in 
the development of rocket driven aircraft, but every firm is 
anxious to stake some kind of claim in this field. 


If the aircraft industry is to expand its output—as it 
must if the flow of standard Meteor and Vampire fighters 
is to be maintained and new types brought into production— 
then questions of capacity arise. Some firms working largely 
on development contracts have factory space that could be 
used to assemble other companies’ designs. But the fact 
that—with the exception of de Havilland’s—all jet fighters 
have Rolls-Royce engines already throws a heavy strain on 
one company’s engine producing capacity ; a bottleneck could 
occur here. 


* * * 


Civil Aircraft at Farnborough 


Military developments have tended to overshadow the 
work done in the past year on civil aircraft, which has been 
mainly concerned with bringing last year’s prototypes to the 
point at which they qualify for a certificate of airworthiness. 
This is a vital stage to the aircraft companies, who cannot 
hope without a foreign market to cover the expense of civil 
developments, even with Ministry of Supply assistance. 
Until aircraft have such certificates, foreign buyers are reluc- 
tant to commit themselves. Moreover, in spite. of their 
unqualified admiration for the new aircraft, foreign operators 
tend to believe that the British firms are asking too high a 
price for the aircraft and are exploiting their position as 
sole suppliers of them. There are signs of a tacitly organised 
buyers’ strike on the Continent. 


It is still not settled whether the Brabazon is to be con- 
sidered as a civil aircraft or merely as an exercise in aero- 
nautical engineering, providing data on large structures. 
Valuable experience has undoubtedly been gained in con- 
structing and flying the Brabazon I, but the commercial 
possibilities of the undertaking cannot be judged until the 
Brabazon II flies in 1952, nor will the prospects of a C of A 
be seriously considered until then. The future of an airliner 
of this size may depend on whether operators prefer the 
high speed, high flying Comet type of aircraft for their long 
distance operations. Their decision may be influenced—one 
way or the other—by the degree of success that attends the 
further experimental work now being done on engines for 
the Comet. 


* * * 


Scrap Shortage Ahead ? 


Events in the last few months have given steclmakers 
in Britain and in other European countries fresh reason for 
concern about their supplies of scrap. The British steel 
industry has had more success in 1950 than in any recent 
year in getting supplies from abroad ; about 1,500,000 tons 
of iron and steel scrap was imported in the first seven 
months, most of it from west Germany. The import pro- 
gramme of about 2,000,000 tons in the year seems assured. 
But the prospect for 1951 begins to look bleak. Even 
before the aggression in Korea the American steel industry 
Was operating at full stretch, the demand for materials was 
ising, and so was the price of scrap. By August 22nd the 
price of heavy melting steel scrap in Pittsburgh had reached 
the fantastic level of $45.75 a long ton. 

It is not surprising that American steel firms should seek 
to resist prices of this sort by bringing in scrap from Europe ; 
accordingly, American interventions in the German scrap 


market have been renewed. As an example, the US Steel 
Corporation has made contracts for the delivery of 200,000 
tons of European scrap (mainly from Germany and France) 
in the last four months of this year, at a price said to be 

competitive” with current American prices. The effect 
for European industry may, however, be unfortunate. The 


4%7 


Diisseldorf Handelsblatt points out that Germany is now 
being pressed not only to export more scrap but also to 
€xport more steel, and that the two demands may defeat 
one another. Of the 550,000 to 600.000 tons of steel! scrap 
arising monthly in west Germany, the German steel industry 
itself now requires (in this German estimate) about 500,000 
tons a month to feed the production capacity that kas lately 
been attained. The chances are that German steel output 
will rise further—though to a modest extent in view of the 
heavy investment required to bring more plant back into 
service. Still, the exportable surplus of scrap is more likely 


to fall than to increase, and 100,000 tons a month is its 
probable limit. 


Heavy American purchases in Europe can have no other 
effect than to divert scrap supplies from the European— 
and in particular the British—steel industries at a time when 
these industries will be called upon to meet sharply increas- 
ing demands. It seems doubtful, to say the least, whether 
it is in the wider American interest to draw steelmaking 
materials away from Europe at the present moment. 


x * * 


Wool and the Australian £ 


The auctions held this week in Australia have shown a 
continuation of the sharp rise in the price of wool. 
Prices paid for fine merino wool are now approaching the 
unprecedented and fantastic level of £1 a lb. If anything 
like these prices can be held, the wool cheque that Austraiia 
will receive for the current year’s clip is likely to reach the 
record figure of £As5oo million (which compares with total 
Ausiralian imports running at {A550 million a year). The 
impact of this boom in wool prices on the Australian balanc@ 
of payments has combined with other factors to revive dis- 
cussions of a revaluation of the Australian pound. The sub- 
ject does not appear to have been mentioned at this week’s 
meetings of the International Monetary Fund in Paris, but it 
is still under discussion within the Australian Cabinet, where 
a complete cleavage of views is apparent. Mr Fadden’s 
Country Party is unwilling to sanction any exchange adjust- 
ment that might deprive the farmer of any part of the high 
income he is now receiving, while the Prime Minister’s party 
is more aware of the inflationary dangers and would be pre- 
pared to restore the Australian pound in the direction of 
parity with sterling. There is no sign yet that these 
differences can be sufficiently reconciled to permit any 
definite action ; but some consideration is apparently being 
given to a compromise arrangement involving the imposition 
of an export tax on wool. 


Meanwhile, the Americans—who have been among the 
principal buyers at the wool auctions—are becoming restive 
at having to pay these inordinate prices. According to reports 
from Australia, the United States administration has made 
tentative proposals for the abandonment of the present 
auction system and for its replacement by bulk purchase 
through the Australian Government, which would then dis- 
tribute the wool in accordance with the directives of a Com- 
bined Allocations Board analogous to the machinery set up 
for this purpose during the war. The purpose of this 
American proposal would be not only to prevent the abnormal 
inflation of wool prices, but also to ensure that undue quan- 
tities of wool do not get into Russian hands. The Australian 
reception of this proposal, needless to say, is reported to 
have been extremely cool. The Australians contend that, in 
view of the immense variety in qualities of wool offered for 
sale, the auction system is the only satisfactory means for the 
disposal of the clip. Well behind the times and overtaken by 


events of the past few months are the plans for holding ¢ 


Commonwealth Conference in London at which a price 
support scheme for wool is to be discussed. The Common- 
wealth Minister of Commerce, Mr McEwen, is on his way 
to attend this conference. He will find the agenda strangely 
altered when he reaches London. 
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OEEC on International Investment 


In this first phase of the western world’s new plunge 
into defence economics, many of the studies “ow reaching 
fruition are perforce dominated by assumptions that are 
fast becoming out of date. This is certainly true of the 
report on International Investment approved by the 
OEEC Council on September 4th. The report envi- 
sages a continuation of a world dollar shortage that 
has to be met in the main by substantial exports of 
capital—if possible, private capital—from the United States. 
It emphasises that only in such conditions will the countries 
in receipt of Marshall Aid be able to contemplate a return 
to completely multilateral trade and convertible currencies. 
Starting from this basic (if now somewhat questionable) 
assumption, the report makes certain recommendations 
which would encourage the export of American capital. 
Some of these recommendations are aimed at the 
prospective borrowing countries, others at the lender. 
To encourage private investment, the OEEC countries 
are advised to give continuous attention to the pos- 
sibility of relaxing their controls on foreign investment, 
especially those concerning the repatriation of dividends and 
capital and the transferability of securities held by non- 
residents. The report points out that much has already 
been done in this field. The most recent example of such 
relaxations is that provided by Britain’s recent concessions 
on the “switching” of sterling securities held by non- 
residents. 


So far as the lenders, and in particular the United States, 
are concerned, the report makes many constructive sug- 
gestions. The United States should encourage its nationals 
— overseas by such specific measures as preferential 

treatment of investments in areas other than the western 
hemisphere, a reduction in the cost of registration of invest- 
ments by the Securities and Exchange Commission, reduction 
of underwriting charges, and greater co-operation with 
borrowing countries in the field of double taxation. The 
most important recommendations made in the report are 
those referring to the removal or reduction of the non- 
commercial risks in foreign investment. In the main these 
are transfer risks and risks arising from political develop- 
ments such as nationalisation and expropriation. The 
responsibilities in this particular sphere lie with the Govern- 
ments of both borrowing and lending countries. The duty 
of the former is to maintain general economic stability and 
to pay fair compensation if foreign property is taken over 
by the authorities. That, however, is highly generalised 
advice. Of much more specific character is the suggestion 
that the United States Government should be prepared to 
underwrite the transfer risk inherent in all foreign invest- 
ment as it already does for investments made with ECA 
guarantees. The practice should be extended and carried 
into the post-ERP period. The report also comments on the 
lending policies of the Export-Import Bank and International 
Bank. In particular it recommends that Export-Import Bank 
loans should be “untied,” and that the cost of borrowing 
from the International Bank should be reduced. All this is 
unexceptionable advice that deserves to be followed—even if 
the dollar gap, on the existence of which the whole of this 
_ feport is predicated, does not remain the world’s principal 
economic problem in the years to come. 


* * * 
Debenture Placings 


_ Several separate questions are raised by the recent 
private placings of large debenture issues by industrial 
giants ; since it is unlikely that such placings are at an end, 
it is umportant not to get these questions mixed up. The 
fact that these placings have been of debenture capital need 
excite little comment; preference or ordinary capital issues 
would attract Profits Tax at the higher rate on the dividends, 
and there is no reason why companies should reduce 
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their reserve provisions to satisfy the arbitrary incidence 
of Profits Tax if they can avoid doing so. That point 
would be equally true of a public issue of new debenture 
capital. It happens, in addition, that the private placing 

ers other material advantages to large borrowers and 
to institutional lenders ; they can avoid all the costs and 
complication of a public issue, and the _ institutions 
immediately acquire large blocks of high-grade stock on 
favourable terms free of expenses. 


Thus both sides to such transactions are well pleased. 
It is not merely the avoidance of fiscal frictions, such as 
Profits Tax and the 2 per cent. Stamp Duty, that makes 
them so. The fact that no public dealings are involved in 
the placed stocks is no hardship to the private subscribers, 
for their particular requirements are well satisfied with 
relatively short-dated stocks that they are quite prepared to 
hold for the full term, at yields fully comparable with those 
obtainable in the market. To argue that it is inappropriate 
for borrowers and lenders to seize such advantages would be 
absurd. Yet the new method has its dangers. Within the 
last week or two some £30 million has been so placed—a 
total almost as great as the whole of the debenture borrowing 
on the open market by British industry this year. The 
recent placing of £20 million 4 per cent. unsecured loan stock 
1958-60 by Imperial Chemical Industries has been followed 
by an issue by Distillers, similar in its main elements but 
containing certain special features. This consists of two 
series of unsecured loan stock, the first of £4,000,000 3} per 
cent. stock issued at par and redeemable in four equal! annual 
instalments from 1952 and the second of {6,000,000 
315 per cent stock repayable in six annual instalments from 
1956. Conceivably there are other large companies in need 
of new finance—Unilever may be one—that may have 
operations of this sort in mind. 


From the viewpoint of the capital market, the short- 
circuiting of such valuable business into private channels 
is obviously unwelcome. The machinery of the market is 
not what it was and it may occasionally have lost business 
on that account. To regain something of its former efficiency, 
the market needs more business, not less ; there may, there- 
fore, be something in its point that by taking the direct 
route to institutional investors, the industrial giants may 
obtain a present advantage at the risk of doing permanent 
damage to the established machinery for providing industrial 
finance. Of course, the situation be immediately 
changed if the inequities and anomalies of the Profits Tax 
were removed, and if the cost of new investment (particularly 
the heavy burden of stamp duty) was lower. Then, 
presumably, industrial borrowers would be prepared to 
consider equity or preference issues on their own merits, 
without having their minds made up for them by the 
arbitrary impact of prejudicial taxation. But the question 
would still remain whether, in the absence of sufficient 
institutional support (which presumably would be more 
difficult to attract to equity issues comparable in size with 
that of these recent debenture placings) the personal investor 
would provide sufficient savings to fill the need. 


Permanent Settlement with Egypt ? 


There can be few tasks less congenial than that which 
is likely to confront the British negotiators in the 
docmntione on a “long term or permanent settlement 
o Egypt’s ster : balances,” to start 1 
November. Then iabiage amounted at the end of 
last year to £322 million, of which £253 million was 
blocked. The Egyptians’ efforts recently have been directed 
not so much to securing releases from this blocked account 
(since they have plenty of sterling in their Number Onc 
account already) as to securing convertibility of their sterling 
into dollars and to getting “ essential goods” (including oil) 
from the sterling area. When the long term negotiations 
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A sensible policy for process steam—No. 18 


Thermostatic control 
simplified 


The reason why so many heating and cooling installations 
are still controlled (neither well nor economically) by hand, 
is an impression that the cost of providing thermostatic 
control would be out of proportion to the gain. The 
impression is more often wrong than right. 

But it must be said there are other reasons, notably a 
somewhat quaint refusal to recognise the obvious. (As an 
aside from steam we might mention the single large example 
of controlling Diesel engine cooling.) 

The point emphasised by our notes this week is that for 
a wide range of steam and allied applications in heating 
and cooling there are simple thermostatic control systems 
and devices that are both reliable and comparatively 
inexpensive. 

A great advantage is their self-operating, direct-acting 
principle ; which means they are capable of quite heavy 
duties without needing any auxiliary power and are just 
as effective at O°F. as at 300°F. 


Correspondence to: Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Jen. 14, “A_ vensible policy for process <team ”, 
Jan. 25, “ Whe controls your steam stores 7°; Feb. 11, ° Do you get full vale from your 
team? ; Met. 25, ° What steam costing will tell you’; March 11, “ Meter your steam 
lo get the facts"; AMareh 24, “* Why bave a builerhouse ?"'; April &, “* Four pillars 
of process steam wisdom "; April 22, “ Process beat transfer decides plant earnings ” ; 
Mey 6, “ Resistant Hime e. process economy"; May 20, “ The air film handicap on 
ouiput "; Jane 3, “ Removing the air film handicap; June 17, “ Water fim against 
process output"; July 1, “ individual steam separation; July 15, “ How are your 
steam traps chosen 7; July 29, “ Better steam trapping, better output economy.” 
Ave. 12, The steam circulation system.” ; Avg. 26, “ Steam pressures under control.” 
STILL TO APPEAR: Aept. 2%, “ Intelligent use of ‘ waste” 


heat from steam"; Get. 
7, “Plash «team on the agenda”; Get. 21, “ Better comfensate return «ystems ” ; 


Nee. 4, “ A place for the automatic pump"; Now. 18, “ Heat transfer summing up”; 
Dee. 2, The more you know about process steam ”; Dee, 16, “ Two instructional courses 
for team executives": Dee. 40, “ Por advice on procese steam problems.” 
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From such small things 


Will it work ? Shall we be in touch with Calais to-night ? 
These thoughts must have filled anxious minds 100 years 
ago, as from Dover there started the first attempt to create 
telegraphic communication with France. The giant drum 
on the deck of the paddle tug ““ GOLIATH ” coiled with 
30 miles of wire began to turn. Within ten hours the 
cable had been laid successfully and the submarine 
telegraph had triumphed. 

To-day the 155,000 miles of ocean cables, owned and 
maintained by Cable & Wireless Ltd., are constantly 
humming with news flashes, business deals and communi- 
cations of State. The Company operate overseas telegraph 
stations in the Crown Colonies and many foreign countries. 
Their cables link United Kingdom postal telegraph offices 
with the commonwealth cable network. 


CABLE & WIRELESS LTD 


Cable& Wireless Ltd., Electra House, Victoria Embankment, London, W.C 
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NEW MACHINES 
NEW METHODS for a new world 


Progress in the British Steel Industry ts shown 
by the remarkable increases in steel production 
achieved by managements and workers since the war 

This progress must continue. A million pounds a 
week is being spent on the development of the steel 
industry — new steel works in the right places for 
efficient and economical working, new machines and 
new methods to keep production up and costs down. 

Expanding exports and 


full employment at home 
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steel industry. 





BRITISH IRON AND STEEL FEDERATION 
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start in November the precipitate demands for convertibility 
should be countered by a British demand for scaling down 
the debt, which is, after all, largely the consequence of the 
bill that Britain in effect paid to Egypt for saving Cairo 
from Axis occupation. 


Pending the conclusion of these long term negotiations, 
the Anglo-Egyptian Financial Agreement of 1949 will remain 
in force “ merely as a working arrangement.” Apparently, 
therefore, Egypt will not be granted any new sterling releases 
or dollar drawing rights in the remaining months of 1950. 
Britain has agreed, however, that it will facilitate the supply 
of £7,500,000 of petroleum products to Egypt in 1950 and 
that Egypt will be able to buy £43 millions of “ essential 
and {9,000,000 of “inessential” goods from the United 
Kingdom this year. 


* * * 


Canada’s Defence Budget 


The Canadian rearmament effort launched since Korea 
is expected to lay claim to another 3 per cent of gross national 
output—much the same order of magnitude as the claim 
likely to be made in the end by the new defence measures 
now projected in Britain. The Canadian Minister of Finance 
has estimated that the additional expenditure to be incurred 
this year may reach $244 million ; it is to meet this imme- 
diate expenditure that he introduced a new “ pay-as-you-go ” 
Budget last week. This Budget contains proposals for a 
§ per cent increase in corporation income tax and in the 
excise tax on automobiles. In addition, a heavy new tax is 
to be imposed on sales of soft drinks, candy and chewing- 
gum, the tax on alcoholic beverages is to be increased, and a 
number of “ inessential” consumer goods are to be brought 
within the orbit of new and higher indirect taxation. Personal 
income tax is to remain unchanged at the moment ; this 
important potential source of additional revenue, the Minister 
sombrely warned, is to be kept in reserve for the present. 


The new tax proposals would provide revenue estimated 
at $59 million for the rest of this year and at $189 million 
for a full year. Set beside the immediate estimated increase 
of $244 million in defence expenditure, these figures might 
suggest that Canada is relying on hope (and on inflation) for 
the finance of a large part of its defence programme. Against 
this, however, many Canadians believe that the original 
Budget for 1950 was drawn up on over-pessimistic assump- 
tions ; revenue, production and overseas trade figures are 
currently soaring well above estimates. Moreover, the 
Canadian Government intends to set afoot immediate 
measures to reduce consumer credit and the mounting volume 
of cheap loans for housing and farm improvements. From 
this side of the Atlantic British observers might therefore be 


wise to refrain from drawing too much attention to a certain 
mote in their brother’s eye. 


* * * 


Survey of Steel Usage 


The British steel industry is now engaged in drawing up 
the further development plan—designed to provide the effi- 
cient capacity required to meet demand for steel products in 
1960—that will need to be undertaken when the industry’s 
present expansion programme is completed. A useful by- 
product of this work is a survey of the pattern of steel con- 
sumption last year, which the Iron and Steel Federation has 
made as “ an essential preliminary to the detailed assessment 
of requirements” in ten years’ time. The results were re- 
viewed in the federation’s Statistical Bulletin for July. Because 
of the arbitrary character of the classifications used by the 
now defunct steel distribution scheme, “ estimates of indus- 
trial usage based on the old distribution statistics can make no 
claim to precision”; the federation has made arrangements 
with steel producers and users which will, it thinks, produce 
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better statistics in future. In the meantime it has arrived “} 
various laborious processes” at a set of estimates which jt 
thinks are reasonable of the steel deliveries to broad industria! 
groups in 1949. 


Finishep Steet DeLivERtES To INDUSTRIES, U.K., 1949 
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Shipbuilding and marine engineering ................+- 925 9-9 
Building and constructional engineering ..........-.... 1,350 13-1 
Mechanical engineering .......... 000-0 ce cece ence eeenes 2,340 22-8 
Electrical engineering ........--6 ee cece cece eee eee eeees 565 5-5 
Motors, cycles, aircraft... 0.0. c eee eee e eee eee e eee 1,045 10-2 
Railways and rolling stock ..........6 5. cece eee eee oe 850 8-3 
COATES, «on oi conceit cdecrctencedesivnnscan sd teevenes 555 5-4 
Hardware, hollow-ware, Cc. .....0.. eee eee e ee eeeeees 9389 9-5 
Rivets, bolts, nuts, springs, etc. 6... .. 6. eee eee eee ees 4-9 
Wire and wire manufactures ...........60 cece cece wees 685 ; 6-17 
GRRE .dcccdoccccvccncecdocesveranchanessdoeorivectoc 475 4-6 

TOTAL... cc cccccsccccvccersccesccssessansevesens | 10,270 100-0 








The accompanying chart and table give an idea of how, in 
the federation’s estimates, the pattern of steel usage in Britain 
has been changing. It confirms what common obser- 
vation would have suggested. The demands of mechanical 
engineering, of the road vehicle and aircraft industries, and 
of electrical engineering have increased immensely. These 
metal-using industries are bearing the brunt of the export 
drive ; they have provided for the heavy investments in indus- 






CONSUMPTION OF FINISHED STEEL BY INDUSTRY 


IN 1949 
INDICES 19352100 
19 


oO 50 io 150 






| Sethcsdieadaunmtou da oktduaoud. eked. ok ek 


oO 50 00 150 
trial plant since the war ; they are furnishing the equipment 


for the electric power programme. In contrast the use of 
steel for building (for example) has been immobile. The 
increase in “ automotive ” uses for steel reflects a world-wide 
trend ; already these uses take about a quarter of the entice 
consumption of steel in the United States, while in Britain 
they take about a tenth. The collieries, though they produce 
less coal than formerly, have been investing largely in 
machinery and they are using more steel and less timber for 
supports. Apparent consumption of steel per head iu Britain 
rose from about 326 Ib. (ingot equivalent) in 1924 to 409 |. 
in 1935 and 642 Ib. in 1949. This is nearly twice the western 
European average, but not much more than half of the con- 
sumption per head in the United States. 


¥* * ¥ 
Odeon Retrenches 


The Odeon is making a first beginning on the 
long task of conten: a sounder trading position after its 
disastrous adventures in large-scale film production. New 
policies of retrenchment have begun to show results—satis- 
factory as far as they go but not sufficient to demonstrate 
that the group is now fairly set on a course .to financial 
recovery. The main emphasis in the past year has been 
the reduction in ing commitments—“ at the same 


time preserving a nucleus production organisation geared ‘0 
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a modified production programme.” To reduce heavy bank 
borrowing, the group has been putting “ non-essential ” 
properties on the market ; the Shepherd’s Bush studios were 
one of these. The management has conducted a campaign 
to reduce overheads. 


Film productions are valued in the group’s balance sheet 
dated end-June at {7,050,237 ; a year earlier the figure was 
{£10,713,579. The basis of valuation—“the estimated 
ultimate net producer’s share of film revenue ”—is un- 
changed, and it is remarked that the aggregate valuation 
thus determined is less than the films cost to make. There 
is no hint that production might be made to pay; it is 
merely being reduced in scale, and the cuts would no doubt 
have been greater if the precipitate shedding of these com- 
mitments were not a costly operation in itself. 


If the storm raised three years ago (when Odeon Theatres 
was saddled with the production commitments of General 
Cinema Finance Corporation) has abated, the calm is still 
uneasy. Outside ordinary shareholders in Odeon Theatres, 
who have watched their shares oscillating between 7s. 6d. 
and 15s. in the past year, will hardly enjoy the exercise of 
attempting to learn from the accounts what their position 
might have been without the GCFC attachment. As it is 
they have received no dividend and to hold the shares now 
at 13s. 3d. surely represents a great act of faith, hardly 
justified by last year’s performance. The consolidated 
trading profit of the Odeon group after production and other 
losses was £3,293,426—on the face of the figures, more than 
twice the trading profit of the previous year. But this is 
not the right point of comparison; even after adding in 
{1,082,298 profits on the sale of fixed assets, special credits 
and items relating to prior years, with a further sum of 
£622,084 from various sources, an adverse balance of 
{124,828 remains on the year after the deduction of all 
charges, including taxation and minority interests in sub- 
sidiaries. 

The group’s bank indebtedness has been reduced from 
{16,286,581 to £12,950,036; of this amount £5,350,000 
arises directly and other amounts indirectly in respect of 
“film production and distribution.” It may seem strange 
that a group already indebted on this scale should be pro- 
posing to render financial as well as technical assistance to 
independent producers. But the financial help takes the 
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special form of distribution guarantees, which have become 
one of the standard services supplied by distributors to the 
industry. Such arrangements help to keep the group’s 
cinema screens filled and its studios and film-making equip- 
ment in use. But the accumulated burdens of the group and 
the past year’s indifferent experience on the cinema side (no 
longer, it seems, the handsome profit-earner even when it is 
not overwhelmed with demands to finance film production) 
Suggest that there is a long way indeed to go before the 
group can claim that its financial stability is assured. 


* * x 


Prospect for the Radio Industry 


_ The intention of the Radio Industry Council in holding 
its annual exhibition this year in Birmingham was to 
stimulate sales of television receivers in the Midlands, where 
they have been slower than in London. No doubt the 
exhibition will provide that stimulus. Television manu- 
facturers are reported to have planned an output of 60,000 
receivers a month in the autumn ; output for the year will be 
about 500,000 receivers. The question now is what effect 
the defence programme will have on production next year ; 
none is likely to be felt in the few months that remain of 
1950. Apart from any direct orders for military equipment 
that might be placed with the radio firms, the flow of 
components may well be interrupted. There are 200 in an 
average television receiver. The component manufacturers 
will become increasingly occupied with defence orders because 
they supply vital parts not only for radar and similar equip- 
ment, but for control mechanisms which are now being more 
widely used on weapons and equipment of many kinds. 


There is little immediate threat to the television trans- 
mission expansion schemes. Transmitters for the new 
stations have been ordered and at least two have been 
delivered and are now in storage. The transmitters them- 
selves and the network of radio relay links and co-axial 
cables which will run between them are so valuable an 
asset to communications in war that no obstacle 1s likely 
to be placed in the way of their rapid completion. As trans- 
mission is expanded the potential market for television 
receivers will expand. But it may be questioned whether 
receiver production will keep step. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 
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redemption date tf Free of tax. (m) Yield basis 35%. (nm) Yield basis 263% after 
capital bonus. 
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COMPANY MEETINGS 


CROPPER AND COMPANY 


(Carton Manufacturers) 
ANOTHER SUCCESSFUL YEAR 
MR FRANK W. J. SMITH’S STATEMENT 


The fifty-third annual general meeting of 
Cropper and Company, Limited, was held on 
August 31 at the registered office of the com- 
pany, Thatcham, Berkshire, Mr Frank W. J. 
Smith (chairman and managing director) pre- 
siding. 

The following is the chairman’s statement 
circulated with the annual report and 
accounts for the year ended June 30, 1950: 


You will have noticed from the report and 
the accounts submitted herewith that the 
company has had another very successful 
year, and with one exception, the year under 
review has proved to be the best in the com- 
pany’s history. The net profit after making 
all deductions except for taxation, amounts 
to £203,141, which is approximately £41,000 
more than for the previous year. 


In view of the increased profit and the 
strength of the financial position, the direc- 
tors recommend that a dividend of 15 per 
cent. and a bonus of 10 per cent. be paid on 
the issued ordinary share capital, which, you 
will recollect, was increased during the year 
a : bonus of one share for every four shares 

eid, 


We have added to reserve, out of the profit 
for the year, the sum of £44,552, thus re- 
placing the amount withdrawn from reserve 
on the distribution of the bonus shares, to 
which I have already referred, and we have 
added £10,000 to reserve for replacements. 


For several years past large sums have 
been added to reserve each year out of profits 
with a view to strengthening the financial 
position of the company instead of distribut- 
ing such profits by way of dividend. In my 
opinion the shareholders are entitled to reap 
some reward for this, and there is ample 
justification for the payment of an increased 
dividend this year. 


CONTAINERS LIMITED RECORD YEAR 


Our wholly owned subsidiary company, 
Containers Limited, has just completed the 
best year in its history, both for profit and 
tonnage of output. The profit is included 
in the consolidated accounts printed here- 
with, but we have only brought into «he 
accounts of Cropper and Company, Limited, 
the actual amount of the dividend received 
from our subsidiary company. 


Colthrop Board and Paper Mills, Limited, 
in which this company has a large financial 
interest, has also had a very satisfactory year. 


At this point I should like to draw your 
attention to the fact that the value of our 
investments in Containers Limited, and 
Colthrop Board and Paper Mills, Limited, 
stand in our books at only £138,395, although 
the actual value is, of course, much greater. 
Also, you have probably noticed that the 
current assets amount to £704,358, against 
current liabilities and provisions of £223,568. 


Our company and Containers Limited, 
have received delivery during the year of 
additional machinery, which has been on 
order for some time and the purchase of 
which. has been financed entirely out of 
profits. Some of this machinery is not yet 
in operation. More machinery of the latest 
type is on order, and I am confident that 
we may expect satisfactory results in the 
future, providing the demand for our pro- 
ducts is not interfered with by events beyond 
our power to control. 


Mr Digby L. Cropper, who has been 
connected with the company for 54 years, 


tendered his resignation as a director as from 
June 30 last. The directors appreciate the 
joyal service rendered by him to the com- 
pany extending over such a lengthy period 
and have accepted his resignation with much 
regret. 

In conclusion, I must thank my colleagues 
on the Board and the staff and emp!oyces 
for their work during the year. The in- 
creased profit is almost entirely due to 
increased output, and this in turn is due 
to their unceasing efforts. 


CHAIRMAN’S REMARKS 


Addressing the meeting, the chairman 
said: The directors are very pleased to be 
able to place such satisfactory accounts before 
you and they trust that you are just as 
pleased to receive them. Whether we 
examine the parent company’s accounts or 
the consolidated accounts everything appears 
favourable, and so far as I can see the out- 
look is good. 

You are doubtless aware that, as requested, 
we limited our dividend during the last two 
years to the amount distributed in the pre- 
vious year. We could easily have declared a 
higher dividend, as in fact we placed no less 
than £130,000 to various reserves during 
those two years. Now we think the time 
has come to increase the dividend. This 
does not mean that we are neglecting the 
reserves, as we are transferring over £54,000 
this year, and as the dividend we propose is 
covered three times by the parent company’s 
profits or four-and-a-half times by the con- 
solidated profits, the distribution is well 
within our resources. 

The report and accounts were unanimously 
adopted, and the dividend and bonus as com- 
mented were approved. 

The chairman, in moving a resolution 
approving the grant of a pension to Mr 
Digby L. Cropper, said that as shareholders 
would have seen from the report Mr Crop 
had been in the service of the company for 
54 years, and he had been a director for the 
last 34 years. He had always been a full- 
time executive officer and had been mainly 
connected with the selling end of the busi- 
ness. Not unnaturally, after such a long 
time he had expressed a wish to retire and 
had tendered his resignation as at June 30th 
last. The directors had accepted his resigna- 
tion with great regret ; and in order to mark 
their appreciation of his long and loyal ser- 
vices it had been decided, subject to share- 
holders’ approval, to grant him a pension for 
the remainder of his life. 

The resolution was carried unanimously. 
The retiring director (Mr J. R. Henry, 


O.B.E.) was re-elected, and the remunera-, 


tion of the auditors (Messrs Deloitte, 
Plender, Griffiths and Company) was fixed. 


TRIBUTE TO DIRECTORS AND STAFF 


Mr E. A. B. Cansdale, in proposing a 
cordial vote of thanks to the iediemanes aoe 
tors and stff, said he had held shares in the 
company for thirty years and he was sure all 
shareholders had complete confidence in the 
management. He considered that the 
balance sheet showed a marvellous state of 
affairs. The issued capital was small, there 
were no debentures or even a mortgage, and 
the land on which the premises had been 
built stood in the balance sheet at cost, £940 ; 
as the company had been running for 52 
years, he was sure it was worth very much 
more than that . The same remark 
applied to the shares in Containers, Limited, 
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which stood in the balance sheet at £69,202, 


according to his calculation, the inves: 
feet in Colthrop Board and Paper “Mills, 


Limited, was worth about £130,000 
a ene —_ of £69,193 
e€ Col yY expressing hi 

to the directors and also to the er P 

Mr E. Royden Alltree, in seconding th; 
motion, expressed the opinion that aie 
tinued success of the Group was due to virile 
leadership, and the fact that the company 
had experts in charge of every department of 
the business, and a very hard-working and 
loyal staff. 

The resolution was carried unanimously, 
and after a brief ackno t by the 
chairman the proceedings terminated. 


JAMES HOWDEN AND 
COMPANY, LIMITED 
(Boiler, Auxiliary and General Engineers) 
A SATISFACTORY YEAR 
RECORD ORDERS ON HAND 


MR CRAWFORD HUME’S 
STATEMENT 


The forty-fourth annual general meeting 
of James Howden and Company, Limited 
was held on September 6th at 195, Scotland 


» against 





Street, Glasgow, Mr Crawford W. Hume, 
MINA (chairman of the company), pre- 
siding. 


The secretary (Mr James S. Niven) read 
notice convening the meeting and the 
report of the auditors. 

The following is the chairman’s statement, 
which had been circulated with the report 
and accounts and was taken as read:— 

The accounts for the year ended April 
30, 1950, have been drawn up on the same 
lines as before, and you will be gratified to 
see from these that this has again been a 
satisfactory year. The profit, before tax:- 
tion, amounts to £324,234, as compared with 
£278,822 for the preceding year, and has 
enabled the directors, so far as taxation will 
allow, to censolidate still further the com- 
pany’s position. 

Provision has been made in the accounts 
for profits tax for the year to April 30, 1950, 
as well as a reserve income tax on the 
profits for the year to April 30, 1950. Th: 
sum of £175,447 has been appropriated for 
this purpose. 


GENERAL RESERVE £350,000 


The general reserve account has been 
increased to £350,000 by the transfer of 
£40,000. 

The directors recognise that the nominal 
amounts which have appeared in the balanc: 
sheet for a number of years under the head- 
ings goodwill and patents have been com- 
pletely unrepresentative of their true value 
which is very great i in a business such 
as this. They consider that these nominal 
values should now be extinguished from the 
balance sheet, and they have applied £60,000 
to write these off completely. 

The directors recommend that the divi- 
dend for the year be maintained at the sam: 
rate as last year by the payment of a fina! 
dividend of 224 per cent. (£33,784), making 
with the interim dividend of 7} per cent 
(£11,261) a total dividend for the year of 

cent. tee Siiies the 

er making these appropriations “\\- 

balance carried forward amounts to £46,522 
as against £42,780 last year. 


CONSOLIDATED BALANCE SHEET 


Referring to the consolidated balance 
sheet, it will be seen that there is an increas- 
of £258,119 in the _— andy 106.778 
which, together with increase or 
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iabilities side by an increase in sundry 
one accrued charges of £57,154 
“rd a bank overdraft of £96,516. 
Both buildings and plant have been main- 
tained at a high standard of efficiency and 
new plant is being installed as required. 
The new research buildings referred to last 
year are now practically ready for use and 
will be valuable in providing facilities for the 
:echnical development of the company’s pro- 
ducts. Provision has been made in the 
eccounts for depreciation including initial 
sJiowances on buildings and plant added 
during the year. 


INCREASED DEMAND 


The orders on hand constitute a record 
and the company continues to benefit from 
the increasing power consciousness to which 
reference was made a year ago. The demand 
toth at home and overseas for its special 
equipment used in power plants both on 
land and sea continues and increases. This 
is in direct ——— to the realisation that 
the standar living depends not only on 
the good will and enthusiasm of each indivi- 
dual producer but on the power available 
behind him to harness to his special produc- 
tion requirements. This realisation is no 
longer restricted to a few minds in what 
used to be considered the main industrial 
countries of the world. Fortunately, in these 
countries it is now widespread and in this 
country, at least, it is no longer largely 
affected by political bias but is recognised 
as an economic fact. The realisation of this 
fact is now growing also in countries which 
used to be considered as overseas préviders 
of raw materials and consumers of finished 
goods. This overseas awakening increases 
the demand for the power equipment we 
make and, it is hoped, ‘should continue to 
do sc because it will be a long time before 
many of these overseas markets in which we 
participate will produce or will want to pro- 
duce the special kind of equipment they 
obtain from the older industrial countries. 


TRIBUTE TO STAFF AND WORKPEOPLE 


Ciose personal touch continues to be 
maintained with our overseas branches and 
tepresentatives with results beneficial to the 
company’s business. 

It is a pleasure to record again that the 
company continues to enjoy the loyal co- 
operation and yon om of the administrative 
and executive s and the workpeople. 
should not like to Jet this opportunity pass 
without thanking on your behalf every 
employee for his faithful and friendly service. 

€ report and accounts were unanimously 
adopted and the dividend as recommended 
was approved. 

The retiring directors, Mr J. J. Craik 
Henderson and Mr James S. Niven, were 
re-elected ; amd the remuneration of the 
auditors, Messrs. Wm. Hart Jr. and Wilson, 
having been fixed, the proceedings terminated. 


BOULDER PERSEVERANCE 
LIMITED 


DIFFICULT CONDITIONS CONTINUE 


The twenty-sixth annual general meeting 
of Boulder Perseverance, Limited, was held 
on September 14th in London. Dr K. B. 
Edwards, B.Sc. Ph.D. (London), F.R.1C. 
(chairman and managing director), presided. 

The following is an extract from his 
Crculated statement :— 

_ During the period under review the opera- 
tons of your company and its subsidiary 
company, | Kalgoorlie Enterprise Mines, 
Limited, have been carried on under very 
tying conditions. In May, 1949, under- 
ground operations on the Perseverance Mine 
were brought to an almost complete stand- 
still by the breaking of the pinion shaft of 
the main winding engine. No damage to 





Property or personnel ensued and by very 


creditable efforts by your staff a repair was 


e¢ and the stoppage of operations was 
confined to ten days. 


In September, 1949, the devaluation of 
British currency in terms of the dollar in- 
creased the price of gold to £15 9s. 10d. in 
Australian: currency. The price of gold in 
dollars still remained unchanged and the 
spiral of inflation continues unchecked with 
costs chasing wages. The price for gold in 
Australian currency is now 73 per cent. 
above the average price obtained in 1938, 
but any change in the value of Australian 


currency to British currency will materially 
affect this figure. 


LABOUR TROUBLES 


For the first time since the company was 
re-formed in 1923, labour troubles on the 
mines themselves arose at the end of January, 
1950. In all mines on this field, most of the 
underground work is done by contract, which 
is a form of piecework. The contractors 
refused to continue work on the existing 
terms and demanded very large increases. 

A settlement has been finally arrived at, 
involving a very material increase of rates, 
and therefore costs. At the end of the 
period under review the minimum wage for 
any worker on the mine was {£9 4s. 8d., 
which is 89 per cent. increase on 1938. 
Figures recently supplied showed that con- 
tract workers on the new rate were making 
an average of £17 10s. per week, while still 
further increases of day wages are being 
granted. 

Increases in wages continue to be made at 
regular intervals, and further wage demands 
are under arbitration at the moment ; there- 
fore it is not possible to make any accurate 
assessment of the results of future operations, 
as the price of gold is still fixed and fts use 
and possession subjected to confiscatory 
regulation. 

The report was adopted. 


GOLD COAST SELECTION 
TRUST, LIMITED 


MAJ.-GEN. W. W. RICHARDS’ 
STATEMENT 


The twentieth annual general meeting of 
Gold Coast Selection Trust, Limited, was 
held on August 3lst in London. 


Major-General W. W. Richards, CB., 
C.B.E., M.C., chairman of the company, 
presided. 


The following is an extract from his 
circulated statement :— 


Dealing first with our accounts, it will be 
seen that on the revenue side we received 
£78,167 as div.dends and interest, and we 
made a profit on sales of investments of 
£22,760. The aet result for the year was a 
profit of £71,130. The credit on profit and 
loss account carried forward is £323,742. 


Our investments are represented by share- 
holdings in Amalgamated Banket Areas, 
Limited, Ariston Gold Mines (1929) Limited, 
Bremang Gold Dredging Company, Limited, 
Gold Coast Main Reef, Limited, and Marlu 
Gold Mining Areas, Limited. The book 
value at September 30, 1949, was £1,623,241 
and the aggregate value at Stock Exchange 
prices on that day was £2,262,334. 


All five companies are now a 
good progress. The net aggregate profit o 
these aimee in 1949 was £415,144, 
which compares with a net aggregate loss 
in 1948 of £12,331. There is every indica- 
tion that the figure for 1950 will exceed that 
of 1949. 


Short. and in particular in 
the i aed serous of the mines, has 
been a difficult problem for most mines, 

The chairman announced an interim divi- 
dend of 7} per cent., less tax, for the year. 

The report and accounts weré adopted. 
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THE MORGAN CRUCIBLE 
COMPANY LIMITED 


TRADING AND PROSPECTS 
MR P. LINDSAY’S VIEWS 


The sixteenth annual general meeting of 
The Morgan Crucible Company Limited 
will be held on September 27th at Battersea 
bo Battersea Church Road, London, 

. . 1, 


The following is an extract from the 
statement circulated with the report and 
accounts by the chairman, Mr P. Lindsay, 
O.B.E., M.C.:— 

The wide range of products of your com- 
pany has helped in the past to cushion our 
overall trade against adverse trends in 
particular lines. This cushion has worn thin 
nowadays, owing to the fact that current 
world political factors have so large an 
influence on national and international trade. 
Even so, we still experience relative improve- 
ment in one section of the business and the 
reverse in another; this must be taken into 
account in any general observation I make 
on trends and prospects. 

In my last report I mentioned a droop in 
the curve *of sales which became apparent 
towards the end of that (1948/49) financial 
year. This reached a low ebb by the middle 
of the year under review, after which the 
tide turned. Curiously enough, whereas the 
fall applied to home sales and was counter- 
acted to a considerable extent by export 
sales, the reverse trend set in during the last 
half of the financial year. The slight fall in 
our export sales (still an appreciable pro- 
portion of total turnover) is due partly to a 
natural shrinkage of postwar abnormal 
demand, coupled with more active foreign 
c tition. A more potent factor however 
cuaiet from the national import licensing 
se of many of our overseas customers. 
Mm many cases such customers, though in 
urgent need of our products, have been 
unable to obtain licences to import, in spite 
of persistent appeals. Against this, thanks 
to the quality of our products, we have been 
fortunate in being allocated still a certain 
volume of business from buying agencies of 
countries behind the iron curtain. 

The nett result of these favousable and 
unfavourable trends is a drop in turnover, 
resulting in a reduction of £60,000 in trading 
profit before taxation. Our barometer of 
profit is particularly sensitive to changes in 
turnover, as the capital necessary for the 
conduct of a business such as ours is rela- 
tively high in relation to sales turnover, and 
the ratio of our indirect to our direct expenses 
is high also. 

Current depreciation of postwar industrial 
profits disregards the sombre implication of 
the mountain of postwar fixed or indirect 
expenses which, like production costs, have 
been seriously increased by general inflation, 
new factory legislation and social reform but 
which, unlike production costs, do not ebb 
and fiow with sales turnover. 


It is fair to say that had not an excep- 
tional turnover produced a good profit rate 
during the period of the postwar sellers’ 
market there would be a record of losses 
throughout industry under normal market 
conditions such as now are beginning to be 
experienced. 


Far from being opportunist during the 
postwar boom, most manufacturers—our- 
selves included—have been quixotic in not 
raising prices to keep in step with rising 
costs ; a laudable policy perhaps, but fraught 
with unpleasant consequences when markets 
shrink and industry, impoverished by taxa- 
tion, faces deflation. Subject to this, we are 
not apprehensive as to future prospects, 
thanks to the goodwill of our customers and 
the hope that capital recently spent and 
reorganisations effected will reduce our 
marginal cost. 








ue 
; 


fae 


pe ens pee 
Dr cig > aa nT es eee ses W) 





494 


THE TATA IRON AND 
STEEL COMPANY 
LIMITED 


INCREASED PRODUCTION 
AND PROFITS 


Presiding at the annual general meeting 
of the Tata Iron and Steel Company, 
Limited, held on August 24th at Bombay, 
Mr J. R. D. Tata in his opening remarks 
referred to the loss sustained by the company 
and the nation in the death of Sir Ardeshir 
Dalal, vice-chairman of the company, and to 
the welcome return to the board of Dr John 
Matthai, until recently Finance Minister of 
the Government of India. 


ECONOMIC SITUATION 


In a review of the economic situation, Mr 
Tata referred to the taxation relief in the 
current year’s Budget ; to the persistence of 
the severe financial stringency; to the 
Nehru-Liagat Ali Pact; to the check im- 
posed in the previous year on inflationary 
tendencies which, however, were reappear- 
ing with the increase in the international 
tension ; and to the temporary spurt given to 
the export trade by devaluation, the full 
effects of which were, however, frustrated by 
the political and trade difficulties between 
India and Pakistan. 


PRODUCTION 


The company’s production and profits for 
the year had increased by about 56,000 tons 
and Rs.75 lakhs (£562,500) respectively as 
compared with the previous year. Negotia- 
tions were still proceeding with Government 
over the scheme to increase the output of 
the plant at Jamshedpur from its present 
capacity of about 750,000 tons of finished 
steel to about 935,000 tons, at a capital cost 
of about Rs.12 crores (£9,000,225) exclud- 
ing skelp and tube mills, and about Rs.16 
crores (£12,000,300) imcluding them. 
Government was also still giving considera- 
tion to its own project for the construction of 
one or two new steel works. 


DEPRECIATION ALLOWANCES 


Mr Tata dwelt at some length on the need 
for Government to revise the method of 
granting depreciation allowances to the in- 
dustry for tax purposes. As the existing 
special depreciation allowances were granted 
only in respect of new plant, and in any case 
did not exceed 100 per cent. of the original 
cost, they did not help to solve the problem 
of replacing old plant at two or three times 
the original cost. To the extent that deduc- 
tions allowed for tax purposes did not cover 
the current replacement value of old assets, 
the present system resulted in taxing non- 
existent profits. Mr Tata suggested a special 
depreciation allowance on plant installed 
before 1940 approximating to the average 
increase in costs since the war, such special 
allowance to be used solely for renewals and 
replacements. Government should appoint 
a committee to advise on a solution to this 
problem. 


CONVERSION SCHEME 


The scheme for the conversion of deferred 
shares into ordinary shares, which could not 
be put through in the previous year, was 


under active reconsideration at the express 
request of Government. Shareholders were 
assured that the board had no intention of 
raising fresh capital in the immediate future. 
As regards the conversion ratio, the board 
were considering a procedure of quasi- 
arbitration by an independent party to whom 
representatives of both classes of share- 
holders would present their case. 
The report and accounts were adopted. 





NU-SWIFT LIMITED 


ADVANTAGES OF PRESSURE- 
OPERATED FIRE EXTINGUISHERS 


APPROVAL BY FIRE OFFICES’ 
COMMITTEE OF PRINCIPAL MODELS 


Mr A. Harland, the chairman, presiding 
at the seventeenth general meeting of Nu- 
Swift Limited, held at the Nu-Swift Fac- 
tory, Elland, Yorkshire, on July 10th, said: 

The accounts for 1949 justify the policy 
of intensive research pursued since the com- 
pany in 1943 came under new management. 
The new Air Foam Extinguisher, which, like 
all the cther types of extinguishers manu- 
factured by us, is operated by a sealed 
carbon dioxide charge, has been described 
by one fire-fighting authority as “the one 
outstanding advance made during the last 
50 years in first-aid fire-fighting of inflam- 
mable liquid fires.” The Air Foam Extin- 
guisher is protected by master patents 
throughout the world. 

The advantages of operating fire extin- 
guishers by means of sealed pressure charges 
are enormous. Instantaneous action, in- 
creased reliability and fire-fighting efficiency 
and low maintenance cost are among the 
valuable features of Nu-Swift pressure- 
operated extinguishers. Your company is 
to-day the only concern able to supply such 
pressure-operated *extinguishers for each of 
the three chief fire risks. All our extin- 
guishers are operated in an upright position. 
The advantages of a uniform and easy 
method of operation are self-evident, particu- 
larly where several models have to be in- 
stalled to cover different risks. 

Our principal models are now made to 
British Standard Specifications, and after 
tests by the Department of Scientific and 
Industrial Research and the Fire Offices’ 
Committee Joint Fire Research Organisation 
have been fully approved by the Fire Offices’ 
Committee. 

Exports continue to absorb a large pro- 
portion of our output, and Nu-Swift Extin- 
guishers are on sale in 32 countries. We 
are still seeking to extend our overseas repre- 
sentation to countries or territories where 
we are not represented. We are proud to 
be able to continue to state that Nu-Swift 
serve “In Every Ship of the Royal Navy.” 
Nu-Swift Extinguishers are also standardised 
in the Commonwealth Navies, in several 
foreign navies and in the fleets of many 
progressive shipowners. Through our 
Toronto subsidiary, Nu-Swift (Canada) 
Ltd., we supply the Royal Canadian Navy. 

In every part of the British Isles there is 
now stationed a Nu-Swift man ready and 
able to advise industrial and commercial 
undertakings as well as the general public 
on their fire-fighting problems. It is true 
that first-aid fire-fighting appliances cannot 
put out large fires, but a small fire tackled 
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in its early stages by a rapid, efficient and 
reliable extinguisher may never become a big 
one. Unfortunately, few people realise that 
it is before, and not after, they have a fire 
that our service to them in checking whether 
their fire-fighting equipment is efficient and 
up to date is likely to be of most value. 

On the proposal of the managing director 
Mr F, Graucob, the retiring director, Mr 
G. W. Smith, F C.A., was re-elected, and the 
report was adopted. 





WM. CORY AND SON, 
LIMITED 


LARGER PROFIT 


_The Rt. Hon. Lord Leathers, C.H., pre- 
sided on August 24th at the fifty-fourth 
annual general meeting of Wm. Cory and 
Son, Limited, held in London. 

The following is an extract from his state- 
ment circulated with the accounts :— 

The net profit for the year is £652,789, 
representing an increase of some {£22,000 
over that of the previous year. The year 
showed a slight fall in the total tonnage of 
coal distributed by the company in this 
country, but the volume freighted by our 
fleet of coasting vessels was greater than in 
the previous year. Our river discharging 
stations were helped fully to maintain the 
previous year’s tonnage by a greater number 
of bulk cargoes other than coal. 


COAL AND OIL 


While exports of coal from this country 
were greater in 1949, and were substantially 
towards the higher target, this year is not so 
promising, and with additional allocations 
for domestic and industrial requirements at 
home, exports are bound to suffer unless the 
output can be stepped up. It is mainly by 
a substantial increase in output that our coal- 
mining costs can be reduced to give this 
country a better chance to hold its markets 
overseas in the years immediately ahead, and 
the miners’ response should be in full 
measure, since their stake in the success of 
the industry 1s the major one. 

The oil department tonnage in the year 
covered by this report was 15 per cent. 
greater than in the previous year, itself a 
record. In addition to the increase in the 
bunkering side of the oil department, suc- 
cessful efforts have been made in other 
branches of the industry. 


THE SUBSIDIARIES 


The Cory Group’s subsidiaries in South 
Africa had a much improved year in 1949, 
railway wagons being in more adequate 
supply both from the Natal Collieries to 
Durban and from the Transvaal Collieries 
to Lourengco Marques. In addition to the 
normal coal exports we are participating in 
large contracts for shipment to Australia an 
Pakistan. Bh 

The company’s subsidiary operating in 
South America, while active in other direc- 
tions, has suffered in its coal operations 
through the greatly reduced coal imports 
permitted by those countries. 

John Kelly, Limited, . poten, oa» 
subsidiary companies, which business w 
acquired jointly by Powell Duffryn, Limited, 
and your company, continues to maintain its 
trading with satisfactory results. 

The report was adopted. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended September 9, 1950, total ordinary 
revente was (57,547,000, against ordigsry expenditure af 
63,746,000 and issues to sinking funds £380,000. Thus, 
ee juding sinking fund allocations of £8,113,000 the surplus 
vvrued since April Ist is £91,818,000 compared with 
ra 198,000 for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts mto the 
Exchequer 
({ thousand) 


Week ended 







Aug. | Sept Sept. 
26, | 


2, i , 
1950 | 195) | 1950 









REVENUE | 
Income Tax.....- 1388 


552,244, 14,269 23,668) 8,004 
Sur-tax ......... | 120,0 32,300, 1,100, 600 300 
Estate, ete., Duties | 195, $1,350. 3,900, 2,600 3,300 
StampS,...o++-s 50. 21,800, 1,035) 1,000; 800 
Profits Tax .... L} agg 100,620, 6,200' 8,000! 7,800 
B.PF570..20% ’ 7,100, 1,000; ... | 600 
Other Inland Rev. } 50; boss bb ne 


SpecialContributn. 
Tota! Inland Rev. 2 


CustOMS....-6++- 
EXCIS€ wo cccseees 


314,400, 16,347 14,963 4,190 








Total Customs and 


EXCi8e 4 | 58 27,590, 38,725) 20,958 


10,029 ... | ... 427 
10, 7 ra 1 
30,97 


4,700, — 800'Dy 1990 Dr 300 
3750... | 650... 
an “| 1,547) 8,766 











Motor Duties... .. | 56, 
Surplus War Stores) 35, 
Surplus Receipts | 

from Trading... | 85, 
P.O.(Net Receipts)} —... 
Wireless Licences. | 13, 
Sundry Receipts. .| 27, 
Miscell, Receipts 

in.Crown Lands)! 70, 


fotal Ord. Rev... 389780011,403,0 














} 

10, 3,200 2,500! 4,000 
i ! 

4,33 245 156; 165 


SeLF-BALANCING 
Post Offiee....... 172,1 i 
Income Tax on} 

EPT. Refunds.|  §,7 


Total ........... 4075650 1,477,777 60,821) 82,614 61,712 


ssues out of the Exchequer 
to meet payments 





(£ thousand) 
ee thee Weceet 
i mate, ru i, eek ende 
Expenditure 1950-5 950° | —- - a 
to Aug. | Sept. | Sept. 











Sept. 9, ce ae pee 
"000 1950 1950 1950 | 1950 
ORDINARY | 
EXPENDITURE 
Int. and Man. of | 
Nat. Debt... .. 490,000) 231,717 1,407) 36,781! 3,460 
Payments to N. 
Ireland........ 36,000 15,949 2,477 1,281 
Other Cons. Fund | | 
Services oo... 00g 4,179 56) 5 
Tob ass Acs | §37,000 3,998! 36,837) 4,746 






41,880! 39,943) 49,000 
|—-—-—| 
5 “i 76,780, 53,746 





Total Ord. Expd. . '3455069)1,303, 








Sinking Funds... . 2,915, 380 
Total (excl. Self- | 
Bal. Expd)..... '5455069h j 45,958) 79,695, 54,126 
Stir-BALANCING | 
Post Office... /172,15q) 70,400 3.2001 2,500! 4,000 


Income Tax on} \ 
EP.T. Refunds. 5,700 4,339 245, «156, 165 


Tah Ss 36329181, 385,958) 49 w03! 82,351 58,291 


In the week ending September 9, 1950, after increasing 
Exchequer balances by £91,973 to £3,165,598, the other 


Operations inc i 
to (26,211 aioe the gross National Debt by {5,817,737 
NET RECEIPTS, Week ended September 9, 1950 
Land £ thousand 
Settlement (Facilities) Acts 1919 and 1921 . 8 
NET ISSUES, we ended September 9, 1950 
Pp:atd Telegraph (Money) Act, 1948 ........+. 925 
inne Misa y CUES TEE ID cea eich eons koe 6a ee 203 
rt Guarantees 1 CURE Toss vases c«s 410 
Howsiog (Scotland) ‘Act, ion «ata) & Housi 
$130) Provisions) (Sco' Act, 1946 - 
Local Authorities boon a ee 
Act, 1945, s. 3(1)........ 200 
New Towns A, 1946, s. a teste” * 24 
_ oon mancial Provisions Act, 1946 :— 
ar Damage : Board of Trade Wikiesk<s vn 
ar Commission 
France Acts, 1946 and 1947, Post-war Credits... 301 
9,154 


CHANGES IN DEBT 
Week ended September 9, 1950 


£ thousand 
R¥cEreTs PAYMENTS 
any Bills .... 314 Nat. Savings Certs. 1,200 
7 er Debt :-— 24°, Def. Bonds... 80 
nternal ..,..., 19 3", Det. Bonds. . . . 365 


Treasury Deposits 25,000 3% Yer. Annuities 1,770 
Tax Reserve Certs. 1,536 

Ways & Means Ad- 
Vee. os. ke. 14,565 


FLOATING DEBT 
(£ million) 

















Ire avury bese — Trea- 
ats ee sury | Total 
- t Saeee Advance: De- | Float- 
aii Bank | posits ing 
Tende , *ublic of by Debt 
ender} Tap Depts Eng- | Banks 





{ land 


1078-0 








1950 
June 17] 3090-0} 1784-8] 411-9 2-0 370-0 | 5638-7 
» 24 3100-0) 1769-7} 421-4 4-0 350-0 | 5645-1 
ae 4856-9 404-2 12-5 350-0 | 5623-6 
July 3120-0 | 2034-9] 387-4 oa 375-0 [5917-3 
»  153120-0| 2046-9] 380-9 | 5-0 366-5 5919-3 
- 22 3130-0 | 2025-9] 396-2 nig 380-0 [5932-1 
» 2495140-0) 1969-4] 382-8 405-0 [5897-2 
Aug. 3140-0 | 1934-9] 374-4 405-0 | 5854-3 
» 143140-0| 1936-0} 373-7 405-0 | 5854-7 
» 193140-0) 1921-2] 410-8 430-0 | 5902-0 
» 2613130-0} 1920-6] 401-2 450-0 [5901-8 
8 | 0 1 
-] “0 *4 


TREASURY BILLS 


(4 million) 






Average 
Amount Rate 


——____— f Allot- 
lApplied| 7 
Miered/APPHCT anotted — ment 

oe ° 









Date of 
Tender 








230-0 


June 9] 240-0 | 317-8 | 240-0] 10 3-08 67 
» 16] 240-0 | 299-6 | 240-0] 10 3-33 75 
» 234 240-0 | 315-4 | 240-0] 10 3-06 68 
» 30] 240-0 | 302-4 | 240-0] 10 3-21 73 

July 7] 240-0 | 306-4 | 240-0] 10 3-19 72 
» 14] 240-0 | 327-1 | 240-0] 10 2-90 63 
, 21 | 240-0 | 335-4 | 240-0] 10 2-78 60 
. 2 240-0 | 340-8 | 240-0 10 2-72 58 

Aug. 4] 250-0 | 335-7 | 250-0] 10 2-81 64 
ae ee | eee] Se 10 3-32 73 
” 18] 240-0 | 312-8 | 240-0] 10 3-23 70 
ee 230-0 | 294-9 | 230-0 10 3-48 73 

Sept. 1] 240-0 | 333-5 | 240-0} 10 2-90 62 


, 84 240-0 | 313-4 | 240-0! 10 3-22 70 

On September 8th applications for 91 day bills to be 
paid from September llth to 16th were accepted dated 
Monday to Saturday as to about 70 per cent of the amount 
applied for at £99 17s. 5d., and applications at higher 
prices were accepted in full. Treasury Bills to a maximum 
of £250 million are being offered for September 15th. For 
the week ending September 16th the banks will be asked 
for Treasury deposits to a maximum of £30 million; 
£10 million at 154 days and {20 million at 182 days. 


NATIONAL SAVINGS 
({ thousand) 






Week Ended 
Aug. 19, | Aug. 26, | Sept. 2, 
1950 | 1950 1950 














Vvings 


| } 

Receipts.......++++ inti 1,350 1,400 1,300 

Repayments .......++++- 2,500 2,600 2,600 

Net SavingS ....+++eeee- 71,150 'Dr1,200 |Dr1,300 

Defence Bonds :-— Peery 
Receipts......+eeeeeeee | 

eecebicceces 325 335 | 280 

—— 880 | 780 | 835 

SavingS ....++--e+ —'—_—__ ———— 

Po oe rustee Savings 555 Dr 455 ppv 555 

eee sa vicoussass. 10,551 | 11,234 | 11,659 

Repayments ...+++++++++ | 12,814 | 13,249 | 12,420 


Net Savings ......+++.++ [Dr2,263 |Dr2,015 Dr 761 










BANK OF ENGLAND 


RETURNS 


SEPTEMBER 13, 1950 


ISSUE DEPARTMENT 
f 


£ 

Notes Issued:- j| Govt. Debt... 11,015,100 
In Circulation 1294,187,440/ Other Govt. 

in Bankg. De- Securities ... 1335,618,537 

partment .. 56,169,383] Other Secs... . 102,999 
Coin (other 

than gold)... 2,663,364 

Amt. of Fid.———- - 

es 1350,000,000 


Gold Coin and 
Bullion {at 
244s. Od. per 





oz. fine). .... 356,823 
1350, 356,823 | ” 1350,356,823 
BANKING DEPARTMENT 
Capital ....., 14,653,000) Govt. Sees.... 548 Jon 441 
Rees: .. 5... 3,934,693] Other Secs: 49,464'950 


Public Deps.:- 260,622,150] Discounts and 
Public Accts.* 14,103,620 Advances... 24,519,065 
H.M, Treas. Securtiies.... 24,945,885 
Special Acct. 246,518,530) 


Other Deps.:- 379,375,941 
Bankers..... 283,235,097| Notes........ 56,169,383 
Other Accts... 96,140,897} Coin......... 4,290,063 
658,485,837. 658,485,837 
* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts, 





COMPARATIVE ANALYSIS 


(£ million) 








Sept. | Sept. 
ei B 






ssue Dept, :— 


Notes in circulation..... -01299-0)1294-2 
Notes in banking depart- 

WN kNotsuads caneces *3} 51-4) 56-2 
Government debt and | 

I a. ceenccens 9 1347-111346-7 
Other securities......... “7 0-8 0-8 
SR a a ‘9 2-4) 


Valued at s. per fine 0a... 
Banking Dept. :— 
Deposits :-— 


/0, 2948/0) 248/0 


blic Accounts ........ -8} 13-4) 14-1 
Treasury Special Account *5) 246-5) 246-5 
PN oisiecnscacman -8) 279°) 283-2 
Oo, A sees “7 95-H 96-1 
Peiswcnand iveeheuyse 8) 64-1) 639-9 

Securities :-— 
Government.........+6+ 2) 549-6) 548-6 
Discounts, etc........... -4 22-2) 24-5 
ther ..... Sveeeeseeese "9 24-6, 24-9 
Total...... osccee -5 596-4) 598-0 
Banking dept. res........ 8 3 |; 60-4 
; % % 
7 Peemeetien Fo... cccccece : 8-7, 9-4 
{ 





<oaeeaeeseieeiensinnouninentsnaritetsininensteaainemnenes Socases onary oncesanansen *s notre 

_* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {1,300 million to £1,350 
million on June 27, 1950. 


“Tue Economist” INDEX oF WHOLESALE 
Prices (1927=—100) 


ept. 6, ug. 
1949 1950 





Other foods ........... 147-3 162-5 
POR fac i eicseedssen : 259-8 
ee eee : 290-3 
Miscellaneous .......... 175-6 





198-8 





lites | 165-6 | 195-0 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. 

From August 24th to September 13th the price of silver 
was unchanged at 72} cents per Ib in New York and 


— per Ib in London. : 
prices of gold and silver in Bombay are given below. 


liver | 
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COURSE tee ee 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


Uncerperated in the Votety a Hong Kong) 
Che Liability o: Members + limited to the extent and in manner prescribed by Ordinance No, : 

of 1929 of the Colon: 

CAPITAL ISSUEO AND FULLY PAID U 
RESERVE FUNDS STERLING - - +  €6,000,000 
RESERVE LIABILITY OF MEMBERS - ° ° - $20,000,000 

Head Office: HONG KONG 
Uhairman and Chief Manager: Honouras.e Sie Arruvr Morse, C.B.E 
London Office : 9, Gracechurch €.C.3. 
London Managers : 3. A. Gray, A. M. Dumcay Wattace, H. A. Maser 


BRANCHES 
CHINA (Con. MALAYA (Con, NORTH 


Shanghai bay Kuala Lumpu BORNEO (Con. 
Swatow Calcutta Malacca Sandakar 
Tientsia INDO-CHINA 


Tsingtao Haipbous 
DJAWA (JAVA) Gaigon 
Djakarta JAPAN 


Tawau 
PHILIPPINES 
Doilo 


Mauil 
SIAM 
EUROPE yo ‘ Bangkok 

Hamburz ‘eluk Ansow UNITED 

Lyons KINGDOM 
HONG KONG Londov 
Hong Kong Highland: US.A. 

New York 
Sap Franciser 


A comprehensive service ae Trustees and 
Oompanies in 
HONG KONG 


ie alee ondortaken bv ‘he Bank's Truste: 
LONDON sINGAPORE 


smports/Exports: 
Cravel: Shippiag: 
Trade References: 


Local Cont itions: 
Business Cpportun ties 


Information about 


AUSTRALIA .... 


From over 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests of British 
trade. You are invited to make use o! this 
informatory service. 


The English, Scottish & Australian Bank, Limited 
5, Gracechurech Street, Londen, &.C.3. 


NATIONAL BANK OF EGYPT 


incorporated mm Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 
Commercial Register Ne. 1 Caire. 
FULLY PAID CAPITAL - - £3,000,000 
- + £3,000,000 


London Office: 


6 &7 KING WILLIAM STREET,€E.C.4 
Branches im all the Principal Towns in EGYPT and the SUDAN 





INCORPORATED ACCOUNTANTS 


THE SOCIETY OF INCORPORATED ACCOUNTANT 
AUDITORS’ EXAMINATIONS ro 


The next examinations will be held at London, Manchester, Leeds 
Birmingham, Liverpool, Cardiff, Glasgow, Dublin and Belfast on the 
following dates:—Final Examination, November 14th, 15th, and 16th 
1950. Intermediate Examination, November 15th, ‘and 16th, 1950. 
Preliminary Examination, November 14th, and 15th, 1950.” : 

Applications on the appropriate forms, which can be obtained from 
locat Hon. Secretaries of District Societies, must be lodged with 
the Secretary, Incorporated Accountants’ Hall, Temple Place, 


Victoria Embankment, London, W.C, . 
ber 18th, 1950. on, W.C.2, on or before Monday, Septem 





MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


58, BROOK STREET, LONDON, W.1. GROSVENOR 3506-9 
DUDLEY WORCESTERSHIRE, DUDLEY 3162 





Printed in Great Britain by 


St. CLeMents London 
at 22, Ryder Street, St. James’s, London, S$: oe US ee x Ss. 


THE ECONOMIST, Septembe, 16, 1959 


Established neariy 90 year, 


ZEALAND 


in New Zealand 


Repr esented at over 286 points 

in New Zealand and at Melbourne 

Victoria; Sydney, New South Wales 
Suva. Fiji: Apia, Samoa. 


riead Office: WELLINGTON, N.7Z. 
P, L. Porter, General Manager 









REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET, MANCHESIER 1. 
ANNUAL INCOME EXCEED: 18,000,000 
ASSETS E £112,080,000 


CLAIMS PAID EXCEED 
‘19 










UNIVERSITY OF LONDON 
DEPARTMENT OF EXTRA-MURAL STUDIES 
(University Extension Courses) 


Residential Week-End Schools at 
Battle of Britain House, Northwood, Middlesex. 

The following Residential Week-End Courses have been arranged 
to take place during the Session 1950-51 :— 

October 13th-15th, ‘* Mosses,"’ 

October 20th-22nd, * Fungi.” 

October 27th-29th, ‘* Propaganda and Public Opinion.” 

November 24th-26th, ‘‘ Economic Problems of S.E. Asia.” 

Januat, 26th-28th, ‘* Democracy in Industry.” 
ener 23rd-25th, *‘ The Problem of Realism in 20th Century 

inting,’ 

March 16th-18th, ‘The Art of the Novelist—E. M. Forster.” _ 

April 27th-291h, ‘‘ The Moral and Religious Life of Our Society.” 

May 25th-27th, ‘‘ Pond Life.”’ 

June 22nd-24th, * Child Delinquency.” 

Further particulars ang forms of application obtainable from the 
Director, Department of Extra-Mural Studies, University of London, 
Senate House, W.C.1 


UNIVERSITY OF LONDON 


DEPARTMENT OF EXTRA-MURAL STUDIES 
(UNIVERSITY EXTENSION COURSES) 

The following evening courses are included in the University Exten- 
sion programme for the Session 1950-51, commencing in Septemb«:, 
1950 . Astronomy, Ballet, British Birds, Geology, London History, 
Plant Science and Horticulture, Pond Life, Science aud Religion 
The Art of the Film, The Honey Bee, The Social Services and th: 
Family, Western Civilisation. Many other University Extension 
courses will be held at suitable centres in London and the Hom 
Counties, some of them leading to University Extension Diplomas !n 
the Humanities. Further information may be obtained from the 
Director, Department of Extra-Mural Studies, University of London 
Senate use, W.C.1. ; 











SUCCESS STORY 


An Advertising Agency's surest source of wth comes from the 
recommendation of reputable concerns which rely continually upon hn 
services. We have a distinguished and growing clientele wit! 
increasing advertising budgets based on results of the campaigns 
planned by our organisation. If you would like to know more abou: 
the service we offer, we will be pleased to supply particulars. 

ROBERT BRANDON AND PARTNERS LTD.. | 
Advertising and Public Relations. 
45 Dover Street, London, W.1. REGent 0901/2. 
UALIFIED CHARTERED or Incorporated Accountant require? 
for professional work in Greece in connection with E.C.A. 
Mission. Age not exceeding 35. Salary, £750-£1200, according: to 
experience, paid free of ish Income Tax. Living allowances 
Contract to June 30. 1952.—Write, Box Z.U. 498, Deacon's Advertising, 
36, Leadenhall Street, E.C.3. 
PRESS OFFICER, resigning Middle East post for purely financial 
reasons, is open to offers, Bilingual ish and Arabic written 
and spoken ; 12 years’ experience publicity work.—Box 4%. 


Postal r ECON 
Tuition for s C. 8 
industry 





The London University B.Sc. con. Degree is « valuable qualification for statistical, 


posts under Educa teaching or administrative 
residence, Y. tion ah cic, The degree nce to all withent Vai 
(pence eae A for three examinations at home under the | c 

— (est. 1894): fees are reasonable, and may be paid by instalmeats, 

















, . PAGE 404 spac 
C.2._ Published weekly Economist Newsrarer, 110. 
Broadway, New Wak. 6. testator. September 16, 1950. 
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